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AP P LIC ATIO N

6 IN THE MATTER OF THE AP P LICATION OF
GRAHAM COUNTY ELECTRIC COOP ERATIVE,
INC. TO AMEND ITS  CERTIFICATE OF
CONVENIENCE AND NECES S ITY AND TO
TRANS FER CERTAIN OF ITS  AS S ETS  TO THE
TOWN OF THATCHER.

8
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1 0 Pursuant  to A.R.S.  §§ 40-281,  40-285,  and 40-374 as wel l  as A.A.C.  R14-2-202(B) and

R14-2-2l2(I), Gra ha m County Ele ctric Coope ra tive , Inc. ("GCEC" or the  "Coope ra tive "), in
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1 2 support of its  Applica tion, s ta te s  a s  follows:

IG.
w 13 GCEC is  a n Arizona  non-profit, e le ctric dis tribution coope ra tive . GCEC

1 4 incorpora te d in 1945 and commenced opera tions  in 1946. It currently supplie s  e lectric se rvice  to

1 5 approximate ly 6,000 members  in Graham County, Arizona .

1 6 In Decis ion No. 33006, da ted April 6, 1961, the  Commiss ion issued a  Certifica te

1 7 of  Convenience and Necessi ty ( "CC&N")  author izing GCEC to operate and maintain an

1 8 e lectrica l system in Graham County south and east of the  San Carlos  Apache  Indian Reserva tion,

19 but excepting the areas loca ted within the  corpora te  limits  of the  towns of Tha tcher and Sanford.

20 The  Town of Tha tche r ("Tha tche r" or the  "Town") is  a  municipa lity orga nize d

2 1 and exis ting under the  laws of the  S ta te  of Arizona . It opera tes  an e lectric dis tribution sys tem

22 within its  Town limits .
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1 P rior to 1946, Arizona  Ge ne ra l Utilitie s  Compa ny ("AGU") wa s  the  supplie r of

2 e lectricity to these  a reas  of Graham County. In 1946, GCEC, Tha tcher and the  City of Sanford

3 jointly purchased the  physica l a sse ts  of AGU.

4 In connection with tha t joint purchase , GCEC, Thatcher, and Sanford ente red into

5 a n a gre e me nt (the  "I946 Agre e me nt") providing for the  a cquis ition of a ll of AGU's  fa cilitie s

6 within Graham County. Tha tche r and Sanford acquired the  facilitie s  within the ir municipa l limits

7 and GCEC acquired the  remainder.

8 The 1946 Agreement a lso included a  provis ion addressing the  future  annexation

9 rights  of the  municipa litie s  and the ir re la ted right to acquire  e lectrica l facilitie s  from the

10 Coopera tive . Subsequent annexations resulted in disputes  be tween the  parties , including

11 litiga tion be tween GCEC and Sanford.

12 In 1973, GCEC and Thatcher entered into a  revised agreement (the  "1973

13 Agreement") re solving some , but not a ll, of the  dispute s  re la ting to the  Town's  acquis ition of

14 dis tribution facilitie s  from the  Coopera tive . For example , the  1973 Agreement did not address

15 the  trea tment of facilities  used to se rve  both Thatcher customers  and GCEC members , nor did it

16 conta in any dispute  re solution provis ions .

17 Recently, Tha tcher issued notices  to GCEC identifying new areas  of annexa tion

18 (the  "Annexa tion Area") and advis ing the  Coopera tive  of the  Town's  intent to acquire  the

19 e lectrica l facilitie s  in the  Annexa tion Area . In re sponse  to the  notices , GCEC and Tha tcher

20 negotia ted and ente red into a  Dis tribution Whee ling and O&M Agreement (the  "DW & O M

21 Agreement"), which is  intended to address  the  issues  le ft unresolved by the  prior agreements . A

22 true  and correct copy of the  DW & OM Agreement is  a ttached he re to as  Exhibit 1.

23
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1 The  DW & OM Agreement conta ins  severa l key components  re levant to this

2 Applica tion. Firs t, GCEC will a cquire  Tha tche r's  e xis ting dis tribution sys te m for $1 a nd provide

3 dis tribution whee ling se rvices  to Tha tche r.1 Second, Tha tche r will expand its  se rvice  te rritory to

4 provide  e lectric se rvice  to a ll its  current re ta il customers  and to the  Coopera tive  members  loca ted

5 within the  Annexa tion Area .2 The  DW & OM Agreement se ts  July 1, 2017 as  the  ta rge t da te  for

6 GCEC's  acquis ition of Tha tcher's  sys tem and transfe r of the  Coopera tive  cus tomers  within the

7 Anne xa tion Are a  to Tha tche r.3

8 10. The  DW & OM Agreement bene fits  a ll pa rtie s  involved, including the

9 Coopera tive  members  who will transfe r to Tha tche r a s  we ll a s  those  who will rema in with

10 GCEC. Firs t, it re solves  the  disputes  a ris ing from the  1946 and 1973 Agreements  by

11 es tablishing a  more  orde rly, mutua lly bene ficia l, and ra tiona l a lloca tion of e lectric se rvice

12 respons ibilitie s  within the  Town limits  a s  they have  expanded and as  they will continue  to

13 expand from time  to time  in the  future . Additiona lly, in the  event of future  dispute s  be tween

14 GCEC and Tha tcher, the  DW & OM Agreement includes  a  comprehensive  dispute  resolution

15 process .4 Other benefits  include  (1) a  future  income s tream to the  Coopera tive  for providing the

16 Town with dis tribution whe e ling s e rvice s and (2) de ta iled cos t-sha ring provis ions  for additions ,

17 modifica tions , and upgrades  to the  sys tem acquired from Tha tcher.6 Fina lly, according to

18 Thatcher's  initia l ana lys is , the  customers  moving from GCEC to Tha tcher a re  anticipa ted to see

19 re ductions  in the ir e le ctric  bills .

20
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1 11. Tha tche r's  ability to implement the  provis ions  of the  DW & OM Agreement was

2 contingent upon obta ining vote r approva l to increase  its  spending lirnit,7 which it rece ived in the

3 recent August 30, 2016 e lection.

4 1 2 . The  purpose  of this  Applica tion is  to obta in ce rta in approva ls  from the

5 Commiss ion necessa ry for GCEC to implement the  DW & OM Agreement.

6 13. Firs t, because  Tha tche r will se rve  a ll the  re ta il cus tomers  within the  Annexa tion

7 Area , tha t a rea  will need to be  de le ted from GCEC's  se rvice  te rritory a s  de fined by its  CC&N.

8 Also, the  Coopera tive  will need Commiss ion authoriza tion to transfe r its  me te ring asse ts  within

9 the  Annexa tion Area  to the  Town. The  lega l description of the  Annexa tion Area  is  a ttached

10 here to a s  Exhibit 2.

11 14. Additiona lly, in orde r to ensure  a  smooth cus tomer trans ition, GCEC will need

12 Commiss ion authoriza tion to sha re  ce rta in cus tomer-specific information with Tha tche r.

1 3 15. Fina lly, GCEC's  current Commiss ion-approved ra tes  include  a  $10 disconnect

14 fee . Because  the  Coopera tive 's  customers  loca ted within the  Annexa tion Area  a re  transfe rring to

15 Tha tcher as  pa rt of the  DW & OM Agreement, GCEC requests  Commiss ion authoriza tion to

16 waive  the  disconnect fee  for the  transferred customers.

1 7 Having fully s ta ted its  Applica tion, GCEC reques ts  tha t the  Commiss ion ente r its  Orde r

18 in time  for the  July 1, 2017 transfe r da te :

1 9 Modifying the  Coope ra tive 's  CC&N to re move  the  Anne xa tion Are a  from

20 GCEC's  s e rvice  te rritory,

2 1 Authorizing GCEC to transfe r its  me te ring asse ts  within the  Annexa tion Area  to

22 Tha tche r,

2 3
4

24
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1 Waiving the  re s trictions  unde r A.A.C. R14-2-203(A)(2) to pe rmit the  Coope ra tive

2 to share  with Tha tcher specific information about the  cus tomers  loca ted in the  Annexa tion Area ,

3 Authorizing GCEC to wa ive  the  $10 disconnect fee  approved by the  Commiss ion

4 in Decis ion No. 70289 in connection with the  customers  transfe rred to Tha tcher pursuant to the

5 DW & OM Agre e me nt, a nd

6 Granting GCEC such other and further re lie f as  the  Commission deems

7 appropria te  under the  circumstances.

8 RESPECTFULLY SUBMITTED this  23rd day of September, 2016.

9 GALLAGHER & KENNEDY, P .A.

1 0 //'
I

11 By /
i'
J

v44e 1

1 2

13

i Cranston
575. e s t Ca me lba ck Roa d

Phoe nix, Arizona  85016-9225
Attorneys  for Graham County Electric

Coope ra tive , Inc.
1 4

Orig in a l a n d  13 c o p ie s  file d  th is
15 23rd da y of S e pte m be r, 2016, with :

16

17

18

19

Docket Control
Arizona Corporation Commission
1200 West Washington Street
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DISTRIBUTION WHEELING AND O&M AGREEMENT

Between

GRAHAM counTy ELECTRIC COOPERATIVE, INC.

and

THE TOWN OF THATCHER, ARIZONA

U

February 3, 2016
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DISTRIBUTION WHEELING AND O&M AGREEMENT

1. PARTIES:

The Parties to this Distribution Wheeling and O&M Agreement ("DW & OM

Agreement") are Graham County Electric Cooperative, Inc. ("GRAHAM") and the

Town of Thatcher, Arizona, a municipality organized and existing under the laws of the

State of Arizona ("THATCHER"), individually referred to as a "Party" and collectively

as the "Parties", Arizona Electric Power Cooperative, Inc. ("AEPCO") and Southwest

Transmission Cooperative, inc. ("SWTC") are acknowledging th is DW  & OM

Agreement.

2. RECITALS:

2.1. GRAHAM owns, operates and maintains 12.47 kV distribution facilities

and 69 kV transmission facil it ies, including certain facil it ies in the vicinity of

THATCHER and within THATCHER's boundaries as they may exist from time to time.

2.2. THATCHER owns, operates and maintains a 12.47 kV electrical

distribution system, defined herein as the Existing THATCHER System.

2.3. THATCHER and AEPCO are part ies to  the AEPCO-THATCHER

Scheduling Agreement, by which AEPCO provides scheduling of  THATCHER

Resources I

2.4. THATCHER and SWTC are parties to the SWTC-THATCHER Contract,

to THATCHER for del ivery ofby which SWTC provides transmission service

THATCHER Resources to GRAHAM Point(s) of Receipt.

1

Ur
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2.5. GRAHAM and THATCHER are parties to the GRAHAM-THATCHER

Transmission Wheeling Agreement, by which GRAHAM provides transmission service

to THATCHER for delivery of THATCHER Resources from GRAHAM Point(s) of

Receipt to GRAHAM Point(s) of Delivery to THATCHER.

2.6. GRAHAM and THATCHER are parties to the 1973 Agreement, under

which THATCHER may give three (3) years' notice to GRAHAM to purchase

GRAHAM's distribution facilities in any territory annexed by THATCHER.

2.1. Pursuant to the 1973 Agreement, THATCHER so noticed GRAHAM in

2009 for purchase of certain GRAHAM facilities in one area annexed by THATCHER

("First THATCHER Notice"), and again in 2011 for purchase of certain GRAHAM

facilities in a second area annexed by THATCHER ("Second THATCHER Notice"),

which together constitute the "Notice Expansion Area."

2.8. Prior to the closing on the purchase of GRAHAM facilities pursuant to the

First THATCHER Notice, and in conjunction with exploring alternatives to the pursuit of

the arrangements to close on the GRAHAM facilities pursuant to the Second

THATCHER Notice, the Parties agreed to explore the viability of entering into this DW

& OM Agreement.

2.9. As a first step toward this DW & OM Agreement, GRAHAM and

THATCHER entered into the Interconnection Tie Agreement, to establish a new

temporary point of system interconnection ("Interconnection Tie"), between

GRAHAM's distribution system and the Existing THATCHER System, in order for

GRAHAM to provide emergency assistance to the Existing THATCHER System.

2
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2.10. GRAHAM and THATCHER wish to provide for GRAHAM to purchase the

Existing THATCHER System and assume responsibility for ownership, operation and

maintenance of the THATCHER System and for GRAHAM to provide distribution

wheeling services over the THATCHER System to allow THATCHER to serve all retail

electric customers within the THATCHER Service Area: (a) as it currently exists (the

"Existing THATCHER System Area"), (b) as it would exist after the expansion

contemplated in the THATCHER Notices to GRAHAM (the "Notice Expansion Area"),

and (c) as it may exist after additional annexations by THATCHER that may occur

after the date hereof and notice is given pursuant to Section 11 hereof in any Future

Expansion Area.

2.11. The Parties anticipate that: (a) the Existing THATCHER System will be

transferred to GRAHAM on the Transfer Date, and, (b) all customers of GRAHAM

located within the Notice Expansion Area will become customers of THATCHER,

effective on the Transfer Date.

2.12. The Parties intend that the Interconnection Tie become a part of the

improvements made to effectuate this DW & OM Agreement.

3. AGREEMENT:

In consideration of the recitals set forth herein and the mutual covenants herein

contained, the Parties hereto agree as provided herein.

4. DEFINITIONS:

4.1. "1973 Agreement" refers to the Agreement between THATCHER and

GRAHAM, dated September 17, 1973, providing a mechanism for the purchase by

THATCHER of certain GRAHAM distribution facilities located in territory annexed by

3
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THATCHER, as such Agreement was amended by the First Amendment to the

Graham/Thatcher Agreement, dated January 12, 2011 .

4.2. "ACC" refers to the Arizona Corporation Commission.

4.3. "ACC Approval" refers to an ACC Decision approving the application to

be filed by Graham with the ACC pursuant to Section 5.2.

4.4. "AEPCO-THATCHER Scheduling Agreement" means the Scheduling

and Trading Services Agreement, between THATCHER and AEPCO, dated December

19, 2006.

4.5. "Authorized Representative" refers to a representative designated from

time to time by a Party to work with the designated representative of the other Party

and having the authority of such Party to implement the agreements of the Parties set

forth in this DW & OM Agreement.

4.6. "CFC" refers to the National Rural Utilities Cooperative Finance

Corporation.

4.7. "CC&N" refers to GRAHAM's ACC-approved Certificate of Convenience

and Necessity.

4.8. "DW & OM Agreement" refers to this Distribution Wheeling and O&M

Agreement.

4.9. "Early Termination Date" refers to the date this DW & OM Agreement is

terminated pursuant to Section 6.

4.10. "Existing THATCHER System" refers to the THATCHER System

currently used to serve THATCHER's electric customers within the Existing

THATCHER System Area, which is depicted on the attachedExhibit "B".

4
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4.11. "Existing THATCHER System Area" refers to the geographic area where

THATCHER provides retail electric service using the Existing THATCHER System,

which is depicted on the attached Exhibit "B".

4.12. "Expansion Date" refers to the date that a Future Expansion Area

becomes part of the THATCHER Service Area pursuant to a Future Expansion Area

Notice, as provided in Section 11.

4.13. "Future Expansion Area(s)" refers to the geographic areas subject to a

Future Expansion Area Notice provided pursuant to Section 11.1 .

"Future Expansion Area Notice" refers to a three (3) year written notice of

intent to provide retail electric service to customers in an annexed Future Expansion

Area provided pursuant to Section 11.1 .

4.15. "GRAHAM" refers to Graham County Electric Cooperative, Inc.

4.16. "GRAHAM Point(s) of Delivery" refers to point(s) of delivery specified in

Exhibit B of the GRAHAM-THATCHER Transmission Wheeling Agreement.

4.17. "GRAHAM Point(s) of Receipt" refers to point(s) of receipt specified in

Exhibit B of the GRAHAM-THATCHER Transmission Wheeling Agreement.

4.18. "GRAHAM-THATCHER Transmission Wheeling Agreement" refers to the

Firm Power Wheeling Agreement, between GRAHAM and THATCHER, dated January

4.14.

12,2011.

4.19. "Interconnection Tie" refers to the 12.47 kV point of  system

interconnection between GRAHAM and THATCHER, as depicted in Exhibit A to the

Interconnection Tie Agreement.

5
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4.20. "Interconnection Tie Agreement" refers to the Interconnection Tie

Agreement, dated June 24, 2013, between GRAHAM and THATCHER, as amended

September 30, 2013.

of interconnection between

4.21. "Interconnection Tie Point(s) of Delivery" refers to the existing metering

points at the "Interconnection Tie" and to the metering points at any additional point(s)

GRAHAM and the THATCHER System established

hereunder at 12.47 kV interconnection ties. The Interconnection Tie Point(s) of

Delivery, which are illustrated on the attached Exhibit "F", initially are expected to be

the following six points: (a) Daily Estates, (b) Quail Ridge, (c) 8th Street, (d) 1st Avenue,

(e) Reay Lane, and (f) New Thatcher Substation .

existing 69 kV/12.47 kV

substation currently owned by THATCHER, which is the current Point of Delivery

under the GRAHAM-THATCHER Transmission Wheeling Agreement.

4.22. "New Thatcher Substation" refers to the

4.23. "Notice Expansion Area" refers to the areas identified by THATCHER for

purchase pursuant to the First THATCHER Notice and the Second THATCHER

Notice, which are depicted on the attached Exhibit "B".

"Profiled Meters" refers to discrete retail meters Thai the Parties have4.24.

identified as uneconomical to justify an "Interconnection Tie Point(s) of Delivery." The

initial list of "Profiled Meters" is included in Exhibit "E", which shall be updated as

provided in Section 14.5.4.

4.25. "Scheduling Month" refers to the next calendar month. For example, on

June 25, 2016, the term "Scheduling Month" would mean July 2016.

6
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4.26. "SWTC-THATCHER Contract" refers to the Service Agreement for

Network Integration Transmission Service, effective January 1, 2011, between SWTC

and THATCHER, for the delivery of THATCHER Resources to GRAHAM Point(s) of

Receipt.

4.27. "THATCHER" refers to the Town of Thatcher, Arizona.

4.28. "THATCHER Notices" refers to the First THATCHER Notice and the

Second THATCHER Notice, copies of which are attached as Exhibit "A".

4.29. "THATCHER Resources" refers to Navajo Generating Station power and

energy, Parker-Davis Project power and energy, the Salt Lake City Area Integrated

Projects (SLCA/IP) firm entitlement, including WRP (Wester Replacement Power),

CDP (Customer Displacement Power), including any redistribution under the

Integrated Scheduling Agreement, and the Integrated Federal Resource and Power

Transaction Contract, which THATCHER is entitled to purchase from Wester Area

Power Administration ('Western"), Boulder Canyon Project power and energy,

including layoffs and exchanges of power under the Resource Exchange Program,

Boulder Canyon Project firming power, Arizona Power Authority ("APA") firming power,

and adjustments to APA power from its scheduling entity arrangements, all of which

THATCHER is entitled to purchase from APA, power and energy THATCHER is

entitled to purchase pursuant to the Power Purchase Agreement by and between

Sempra Generation, n/k/aSempra U. S. Gas & Power LLC, and the Southwest Public

Power Resources Group, dated June 30, 2011, including any layoffs, pooling or

exchanges of such power, and energy, and power and energy from any other sources.

7
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4.30. "THATCHER Service Area" refers to the geographic areas within the

Existing THATCHER System Area and the Notice Expansion Area. Additionally,

pursuant to Section 11, the THATCHER Service Area may be expanded to include any

Future Expansion Area. A map depicting the Existing THATCHER System Area and

the Notice Expansion Area is attached asExhibit "B".

4.31. "THATCHER Supplied Load Profile" refers to a proxy for one additional

"interconnection Tie Point(s) of Delivery," determined pursuant to Section 14.5.

4.32. "THATCHER System" refers to the New Thatcher Substation and the

12.47 kV electrical distribution facilities that have been paid for by THATCHER and

that are used to serve THATCHER's electric customers within the THATCHER Service

Area, including but not limited to, all upgrades, improvements, betterments, and

additions to and replacements of the THATCHER System made pursuant to this DW &

OM Agreement that are paid for by THATCHER, and all licenses, right-of-ways,

easements and personal property necessary or convenient for the operation of the

THATCHER System.

4.33. "Transfer Date" refers to the date that THATCHER transfers the Existing

THATCHER System to GRAHAM as provided in Section 9, which shall be the later of:

(a) thirty (30) days following ACC Approval, or (b) July 1, 2017, or the first day of any

month prior to July 1, 2017 that the Parties mutually agree in writing that all

arrangements necessary to accomplish the Transfer Date have been accomplished.

5. EFFECTIVE DATE. TERM AND REGULATORY APPROVAL:

5.1. This DW & OM Agreement shall be effective upon the first date that it

has been executed and delivered by GRAHAM and THATCHER, and acknowledged

8
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by AEPCO and SWTC, provided that the Transfer Date shall not occur until ACC

Approval has occurred .

5.2. Following the execution, delivery and acknowledgment described in

Section 5.1, GRAHAM shall file with the ACC an application concerning this DW & OM

Agreement, including requests to modify GRAHAM's CC&N and to transfer retail

customer meters to THATCHER. GRAHAM shall use commercially reasonable efforts

to obtain all necessary ACC approvals concerning this DW & OM Agreement and any

amendments hereto in order to accommodate the Transfer Date. THATCHER shall

cooperate with GRAHAM to provide reasonable assistance in obtaining ACC Approval.

5.3. Upon the occurrence of ACC Approval, the Parties' rights and obligations

under the 1973 Agreement shall be suspended for so long as this DW & OM

Agreement shall remain in effect. Notwithstanding the foregoing, the 1973 Agreement

(as amended herein by the modifications provided in Section 7.2.2) shall govern the

acquisition of any Future Expansion Area as provided in Section 11, if the Parties are

unable to reach agreement, pursuant to Section 11.2, as to any modifications needed

to the DW & OM Agreement to reflect the value of any Future Expansion Area.

5.4. This DW & OM Agreement shall remain in effect until the earlier of: (a)

the date that is five (5) years after written notice of termination is given by one of the

Parties to the other, provided that, the earliest such notice may be given shall be no

earlier than fifteen (15) years after the Transfer Date, or (b) the Early Termination

Date, determined pursuant to Section 6. In the event the date of termination

determined pursuant to Sections 5.4(a) or (b) above would occur on a day other than

g
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the last day of a month, the effective date of the termination shall be on the last day of

such month.

5.5. The GRAHAM-THATCHER Transmission Wheeling Agreement between

GRAHAM and THATCHER shall remain in effect until the later of the termination date

set forth in such agreement or the termination of this DW 8= OM Agreement pursuant to

Section 5.4(a), above.

e. EARLY TERMINATION:

6.1. In the event that: (a) ACC Approval is denied, (b) the ACC Approval

requires amendments to this DW & OM Agreement that are unacceptable to either

GRAHAM or THATCHER in their respective sole and absolute discretion, or (c) the

ACC Approval contains conditions that are unacceptable to either GRAHAM or

THATCHER in their respective sole and absolute discretion, the Parties shall make

good faith ef forts to negotiate changes to this DW & OM Agreement that are

acceptable to both Parties, as well as the ACC. If such negotiations are unsuccessful,

either Party shall have the right to terminate this DW & OM Agreement. This DW &

OM Agreement shall terminate upon the last day of the month (an "Early Termination

Date") following the receipt of written notice that a Party is exercising its right to

terminate pursuant to this Section 6.1, which notice shall be provided no later than

sixty (60) calendar days following issuance of  an ACC decision denying ACC

Approval,  or imposing condit ions or requiring amendments to this DW  & OM

Agreement that are unacceptable to such Party. If the sixty- (60) calendar day period

referred to in this Section 6.1 ends on a weekend or state or federal holiday, then such

sixty- (60) calendar day period shall be extended to the next business day. Failure to
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provide notice of termination within such sixty- (60) calendar day period shall

constitute waiver of the right to terminate this DW & OM Agreement pursuant to this

Section 6.1.

6.2. In order to implement this DW & OM Agreement, THATCHER must hold

an election to increase its spending limitations. THATCHER agrees to hold an election

to increase its spending limitation to an amount sufficient to allow it to perform its

obligations under this DW & OM Agreement as soon as possible, but in no event later

than November of 2016. If such increase is not approved by the THATCHER

electorate prior to January 1, 2017, either Party shall have the right to terminate this

DW & OM Agreement. This DW & OM Agreement shall terminate upon the last day of

following a Party's receipt of written notice that the other Party is

exercising its right to terminate pursuant to this Section 6.2.

the month

7. ACTIONS UPON TERMINATION:

7.1. Upon early termination of this DW & OM Agreement pursuant to Section

6 he re of:

7.1.1. The 1973 Agreement shall be reinstated as amended by the

modifications provided in Section 7.2.2 below and THATCHER shall have the right to

pursue closing on the purchases of the GRAHAM distribution facilities that are the

subject of the First THATCHER Notice and the Second THATCHER Notice in

accordance with the 1973 Agreement without further notice to GRAHAM .

7.1.2. The purchase price for assets which are the subject of the First

THATCHER Notice shall be $2,167,178.75, and shall include the GRAHAM

distribution facilities within the territory specified in such notice.
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7.1.3. The purchase price for assets which are the subject of the Second

THATCHER Not ice shal l  be $9,900,374.10, and shal l  include the GRAHAM

distribution facilities within the territory specified in such notice.

7.1.4. GRAHAM shall file with the ACC as soon as reasonably possible

its petition to modify GRAHAM's CC&N to facilitate such THATCHER purchases.

1.2. Upon termination of this DW & OM Agreement for any reason:

7.2.1. The Authorized Representatives of the Parties shall cooperate

during the transition period between delivery of a notice of termination pursuant to

section 5.4(a) and the termination date to plan and prepare for the transition of the

THATCHER System to THATCHER to ensure that THATCHER has the proper

infrastructure to accommodate all transferred loads within the then-current

THATCHER Service Area.

7.2.2. For all future purchases of GRAHAM's facilities in areas annexed

by THATCHER, the 1973 Agreement shall be reinstated. Upon reinstatement of the

1973 Agreement, the 1973 Agreement shall be modified as follows: (a) the Parties

shall agree as provided in Section 7.2.3 on the treatment of facilities located in

annexed areas that are used to serve both customers of THATCHER and members of

GRAHAM, (b) to the extent possible, any then-existing interconnection ties shall

become emergency back-up points of interconnection between GRAHAM and

THATCHER that will be operated normally open, and (C) Section 33 of this DW & OM

Agreement, providing for authorized representatives and a dispute resolution process,

shall be incorporated by reference into the 1973 Agreement.
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7.2.3. For all future purchases of GRAHAM's facilities in areas annexed

by THATCHER, the following principles shall apply to facilities that are used to serve

both customers of THATCHER and members of GRAHAM: (a) Graham shall retain

ownership of all facilities operated at 69 kV or higher voltages, and use of those

facilities by THATCHER shall be determined based on the GRAHAM-THATCHER

Transmission Wheeling Agreement, (b) substations and feeders operated at voltages

lower than 69 kV that are added during the term of this DW & OM Agreement shall be

jointly owned, and the costs to own, operate and maintain such facilities shall be

allocated between the Parties based on their respective load ratio share use of such

facilities, or if owned by one Party, such Party shall provide wheeling to the other

Party, with the wheeling charge based on the costs to own, operate and maintain such

facilities, (c) operation and maintenance for jointly-owned facilities shall be performed

by the Party with the majority of the load ratio share use of such facilities, and (d) each

Party shall own any facility owned by that Party prior to the effective date of this DW &

OM Agreement.

7.2.4. As of the effective date of the termination, except for any liens,

encumbrances and liabilities that existed at the time of the Transfer Date, GRAHAM

shall convey, free and clear of any liens, encumbrances and liabilities, the THATCHER

System, to THATCHER, along with any licenses, right-of-ways and easements

necessary to own, operate and maintain the THATCHER System. During the period

that a notice of termination is in effect, GRAHAM shall maintain the THATCHER

System in accordance with its then-current operations and maintenance practices prior

to the transfer of the THATCHER System to THATCHER.
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7.2.5. As of the effective date of the termination, THATCHER shall pay

GRAHAM the depreciated cost of the facilities located within the THATCHER Service

Area for which GRAHAM has paid, which does not include the Existing THATCHER

System, the Interconnection Tie Agreement facilities paid for by THATCHER or any

other facilities paid for by THATCHER. Notwithstanding the above, THATCHER shall

pay GRAHAM for GRAHAM's facilities in any Future Expansion Area at the price

provided in Section 11.4.

7.2.6. On or before the termination date, GRAHAM shall provide to

THATCHER all existing one-line diagrams of the THATCHER System, together with

any maps, as-built drawings and/or Global Information System mapping and inventory

data in GRAHAM's possession relating to or identifying the components of the

THATCHER System.

8. EXHIBITS:

Each Exhibit attached to this DW & OM Agreement and identified on its face as

an Exhibit is, by this reference, incorporated in and made a part of this DW & OM

Agreement as if set forth in its entirety wherever referenced in this DW & OM

Agreement. Any Exhibit may be modified or replaced by a substitute Exhibit, upon the

mutual written agreement of the Authorized Representatives as evidenced by their

signatures on the substitute Exhibit, together with a statement of reference identifying

the prior Exhibit for which it is substituted and the effective date upon which it

supersedes such prior Exhibit.
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9. TRANSFER OF FACILITIES:

9.1. In exchange for and in consideration of  the agreement to provide

services hereunder and the price of  one dollar ($1.00), on the Transfer Date,

GRAHAM shall purchase from THATCHER, and THATCHER shall sell and convey to

GRAHAM, the Existing THATCHER System, including without limitation, the New

Thatcher Substation, the 12.47 kV distribution facilities, the step-down transformers

and low voltage drops to the point of customer meters, and all licenses, right-of-ways

and easements that are necessary for GRAHAM to provide service hereunder to

THATCHER's customers with in the geographic area served by the Exist ing

THATCHER System. THATCHER warrants that there will be no liens, encumbrances

or liabilities associated with the Existing THATCHER System as of the Transfer Date.

In addition, on the Transfer Date, GRAHAM shall transfer to THATCHER, free and

clear of any liens, encumbrances or liabilities, the customer meters and all facilities on

the customer side of the point of delivery owned by GRAHAM for all customers sewed

by GRAHAM on the Transfer Date in the Notice Expansion Area.

9.2. The Parties shall cooperate to execute and file such documents as may

be necessary to effectuate the sale of facilities and transfer of associated rights

contemplated in Section 9.1. THATCHER shall provide GRAHAM with: (a) a license,

right-of-way or easement for all components of the Existing Thatcher System that are

located on property owned by THATCHER or property over which THATCHER has a

prescriptive or other right-of-way, including without limitation, the New Thatcher

Substation, and (b) a bill of sale, with an attached list of facilities that constitute the

Existing THATCHER System.
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9.3. On or before the Transfer Date, THATCHER shall provide to GRAHAM

all existing one-line diagrams of the Existing THATCHER System, together with any

maps, as-built drawings and/or Global Information System mapping and inventory data

in THATCHER's possession relating to or identifying the components of the Existing

THATCHER System.

THATCHER and QWEST Corporation (now known as "CenturyLink") are

parties to a License Agreement for Joint Use Attachment to Poles ("Pole Agreement"),

dated September 9, 2008. THATCHER shall make a good faith effort to obtain

CenturyLink's consent to assign THATCHER's rights, obligations and revenues under

the Pole Agreement to GRAHAM. in the event that CenturyLink does not consent to

assignment of the Pole Agreement to GRAHAM, GRAHAM shall be free to enter into a

new contract with CenturyLink regarding pole attachments to the THATCHER System.

GRAHAM also shall be free to enter into a new contract with CableOne regarding pole

9.4.

attachments to the THATCHER System.

9.5. If the ACC requires it of GRAHAM, THATCHER shall at its expense

provide a written appraisal by a qualified appraiser of the fair market value of the

Existing THATCHER System prior to the Transfer Date.

9.6. The Transfer Date shall occur thirty (30) days following ACC Approval,

provided that, the Transfer Date shall not occur prior to July 1, 2017, unless the

Parties mutually agree in writing that all arrangements necessary to accomplish the

Transfer Date have been accomplished prior to July 1, 2017, in which case the

Transfer Date shall be the first day of the month following completion of such

arrangements.
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9.7. Subject to the warranty contained in Section 9.1, GRAHAM shall accept

the Existing THATCHER System and any other facilities transferred pursuant to this

DW & OM Agreement, and the associated conveyed licenses, right-of-ways and

easements, AS lS and WHERE IS, as of the Transfer Date, provided that, THATCHER

shall maintain the THATCHER System in accordance with its current operations and

maintenance practices prior to the sale and transfer of any such facilities.

9.8. Following the Transfer Date, THATCHER shall no longer hold any right,

title, or interest in the Existing THATCHER System, and GRAHAM shall have all right,

title, and interest in, and shall be responsible for the operation and maintenance of the

THATCHER System. THATCHER shall continue to own all real property associated

with the THATCHER System, provided that, THATCHER shall provide GRAHAM

without any charge all licenses, right-of-ways, easements and other rights necessary

for GRAHAM to own, operate and maintain the THATCHER System.

9.9. Prior to the Transfer Date, THATCHER shall cooperate with GRAHAM in

efforts to notify and advise GRAHAM's retail customers affected by the THATCHER

Notices that they will become retail customers of THATCHER as of the Transfer Date,

and, GRAHAM shall cooperate with THATCHER in efforts to advise THATCHER's

retail customers that GRAHAM is providing the distribution wheeling and O&M

services for the THATCHER System.

9.10. Following the Transfer Date, THATCHER shall be the retail electric

supplier to all customers sewed within the Existing THATCHER System Area, the

Notice Expansion Area, and pursuant to Section 11, any Future Expansion Area(s).
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9.11. At least ninety (90) days prior to the Transfer Date, THATCHER shall

provide an inventory of its spare parts and equipment. Prior to the Transfer Date, the

Authorized Representatives shall conduct a walkthrough of such spare parts and

inventory, and GRAHAM shall identify the spare parts and equipment that it will never

use. From time to time, upon mutual agreement by the Authorized Representatives,

GRAHAM shall purchase spare parts and equipment from THATCHER as needed by

GRAHAM, at a price agreeable to the Authorized Representatives. The Parties intend

that GRAHAM will use existing THATCHER inventory needed by GRAHAM over time,

rather than purchase such inventory new. Notwithstanding the foregoing, THATCHER

is under no obligation to hold or maintain such inventory and may use or dispose of

such inventory in its sole discretion.

10. INTERCONNECTION TIE:

The Interconnection Tie Agreement shall remain in effect until the Transfer

Date. On and after the Transfer Date, this DW & OM Agreement shall supersede and

replace the Interconnection Tie Agreement. Following the Transfer Date, GRAHAM

shall own, operate and maintain the Interconnection Tie as part of its distribution

system.

11 I FUTURE EXPANSION:

may, from time to time, give three

THATCHER's intent to provide retail electric service to customers within the annexed

11.1. If THATCHER annexes additional territory into THATCHER, THATCHER

(3) years' written notice to GRAHAM of

area described in such notice ("Future Expansion Area Notice").
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11.2. Prior to the Expansion Date, THATCHER and GRAHAM shall meet to

discuss modifications to this DW & OM Agreement, including without limitation,

adjustments to the attached Exhibit "C", to reflect the value of the Future Expansion

Area system.

11.3. If a) the Parties reach agreement pursuant to Section 11.2, b) the

requisite approvals have been obtained from the ACC pursuant to Section 11.6, and,

c) the metering and communications facilities required pursuant to Section 14.3 to

allow THATCHER to provide retail electric service in the Future Expansion Area have

been installed, then upon expiration of the three- (3) year notice period or such other

date agreed by the Parties in writing (the "Expansion Date"), the following shall occur:

i) the area so described in the Future Expansion Area Notice shall become part of the

THATCHER Service Area, ii) the GRAHAM facilities in the Future Expansion Area

shall become part of the THATCHER System, iii) the customers in the Future

Area, and, vi) the Parties shall revise Exhibits

Expansion Area shall become retail customers of THATCHER, iv) GRAHAM shall

transfer to THATCHER, free and clear of any liens, encumbrances or liabilities, the

customer meters and all facilities on the customer side of the point of delivery owned

by GRAHAM for all customers served by GRAHAM prior to the Expansion Date in the

Future Expansion Area, v) the interconnection Tie Point(s) of Delivery shall be

adjusted as of the Expansion Date, as required by changes in the THATCHER Service

"B", ii and 8 to depict any Future

Expansion Areas and any changes to the Interconnection Tie Point(s) of Delivery.

11.4. If no agreement is reached pursuant to Section 11.2, GRAHAM will

continue to serve the retail customers in the Future Expansion Area, and notice of
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termination pursuant to Section 5.4(a) hereof shall be deemed given (but shall be

effective no earlier than twenty (20) years following the Transfer Date). Effective on

the termination date of this DW & OM Agreement pursuant to this Section 11.4,

THATCHER will purchase the Future Expansion Area at a purchase price equal to the

sum of: (a) five (5) times the gross annual revenues of the customers within such

Future Expansion Area during the last full year next preceding the Expansion Date, as

shown upon the billing records of GRAHAM, and, (b) the depreciated cost of facilities

that are installed and paid for by GRAHAM in the Future Expansion Area after the

Expansion Date. Subject to the requirements of Sections 7.2.2 and 7.2.3, the facilities

and customers in the Future Expansion Area shall be transferred to THATCHER. All

new customers added to a Future Expansion Area on and after the Expansion Date

will be added pursuant to line e>densions, as set forth in Section 12.7 hereof, and shall

be THATCHER retail customers under this DW & OM Agreement.

11.5. Prior to the termination date of this DW & OM Agreement, THATCHER

and GRAHAM shall cooperate in efforts to notify GRAHAM's retail customers affected

by the Future Expansion Area Notice that they will become retail customers of

THATCHER as of the termination date of this DW & OM Agreement.

11.6. In the event that the terms of either Sections 11.3 or 11.4 are triggered,

GRAHAM's performance of the transactions contemplated in those sections shall be

contingent upon receiving requisite approvals from the ACC, including but not limited

to modifications to GRAHAM's CC&N, which approvals GRAHAM shall use all

commercially reasonable efforts to obtain.
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12. SYSTEM OPERATIONS AND IMPROVEMENTS:

12.1. GRAHAM shall use prudent operating procedures to provide distribution,

operation and maintenance service to THATCHER and the THATCHER System with

the same reliability and quality as that provided to GRAHAM's distribution system and

its own members. In the event of any curtailment necessitated by failure, outage or

other shortage of capacity on GRAHAM's facilities, including the THATCHER System,

to the extent feasible, such curtailment shall be imposed pro rata upon THATCHER's

customers and GRAHAM's members in the same proportions as their respective

requirements bear to the total GRAHAM system capacity.

12.2. The Parties anticipate that the rebuild of the New Thatcher Substation

will not be required initially to implement this DW & OM Agreement. GRAHAM shall

install additional distribution interconnections, metering and communications

equipment to prevent overloads and accommodate future load growth fed from

existing circuits. Such interconnections would be intended to avoid the need to rebuild

the New Thatcher Substation. GRAHAM's actual costs for labor, equipment, materials

and subcontractors for installing conductor, poles, wires, switches, meters and

communications equipment related to new distribution interconnections, metering and

communications shall be shared equally between GRAHAM and THATCHER.

12.3. The Parties acknowledge that delivery of the future power and energy

of  THATCHER's customers and/or GRAHAM's members mightrequ i remelts

necessitate modifications, improvements, relocations or additions to the THATCHER

System or the GRAHAM distribution system sewing Interconnection Tie Point(s) of

Delivery, excluding substations which are addressed by Section 12.4. In the event
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such modifications, improvements, relocations or additions are needed to maintain

safe and reliable service, prior to making any such modifications, improvements,

relocations or additions, the Authorized Representatives shall agree in writing as to the

need, nature and estimated cost of such modifications, improvements, relocations or

additions. GRAHAM shall be solely responsible to pay the first $100,000 for the costs

of each project undertaken pursuant to this Section 12.3, and any costs in excess of

$100,000 shall be paid equally by GRAHAM and THATCHER. In the event that the

Parties do not agree on any matter related to modifications, improvements, relocations

or additions to the THATCHER System or the GRAHAM distribution system sewing

Interconnection Tie Point(s) of Delivery, GRAHAM may implement any change to its

system that is required by prudent operating procedures and generally accepted utility

practices in the State of Arizona. If THATCHER disputes the allocation of costs from

such changes or what changes constitute a "project," the dispute shall be resolved

pursuant to Section 33.3.

12.4. The capital costs of any major substation development that GRAHAM

reasonably determines to be necessary to provide reliable service to the THATCHER

Service Area will be shared between GRAHAM and THATCHER on the basis of the

ratio of loads of THATCHER's customers to loads of GRAHAM'S members sewed

from the substation. The Authorized Representatives shall agree in writing as to the

need, nature and estimated cost of expenditures on major substation development

and on the cost-sharing percentage in advance of any expenditure. In the event that

the Parties do not agree on any matter related to major substation development,

GRAHAM may implement any change to its system that is required by prudent
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operating procedures and generally accepted utility practices in the State of Arizona.

If THATCHER disputes the allocation of costs from such changes, the dispute shall be

resolved pursuant to Section 33.3.

12.5. The Part ies agree to share their respect ive load forecasts and

transmission plans through a joint planning committee consisting of one representative

of each Party. At the request of either Party, such committee shall cause technical

transmission planning and delivery system loss studies to be performed as may be

agreed between the Authorized Representatives from time to time. The scope and

allocation of the costs of such technical studies shall be agreed to in writing by the

Authorized Representatives before expenses for any such study are incurred.

12.6. THATCHER will perform normal maintenance on streetlights within the

THATCHER Service Area. THATCHER will not perform any maintenance or other

work on streetlights that requires disconnecting power to such streetlights, unless

THATCHER notifies GRAHAM and GRAHAM disconnects power to the streetlights

prior to THATCHER commencing such maintenance or other work.

12.7. Upon request for a line extension by THATCHER in the THATCHER

Service Area, GRAHAM shall promptly implement such line extension in consultation

with THATCHER. GRAHAM shall implement such line extension at a reasonable cost

calculated in the same manner as line extensions for GRAHAM's members, excluding

any right to refunds. Prior to commencing construction of a line extension, GRAHAM

shall provide THATCHER with a good faith estimate of the cost of such line extension,

which shall be subject to true up for actual costs. GRAHAM shall give requests for line

extensions to the THATCHER System the same priority that it gives to line extension
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requests from GRAHAM's members.

position of THATCHER's line extension requests in GRAHAM's line extension work

schedule.

GRAHAM shall advise THATCHER of the

All line extensions constructed by GRAHAM pursuant to this Agreement

shall become part of the THATCHER System and shall be owned, operated and

maintained by GRAHAM.

costs of all line extensions implemented pursuant to this DW & OM Agreement.

GRAHAM shall bill and THATCHER shall pay the actual

12.8. All retail customers located in the THATCHER Service Area shall be

retail customers of THATCHER. THATCHER shall be solely responsible for retail

electric service to such customers, including without limitation, line extensions,

metering and billing, and communications related to service quality problems,

interruptions and curtailments due to distribution system issues. GRAHAM shall

communicate the reasons to THATCHER for any problems related to the distribution

system affecting THATCHER's customers, and GRAHAM shall be responsive to calls

from THATCHER with respect to service quality problems, interruptions and

curtailments due to distribution system issues. GRAHAM shall respond to such calls

from THATCHER in the same manner as it responds to issues involving service quality

problems, interruptions and curtailments of its own members. THATCHER shall

respond to calls from THATCHER's customers that THATCHER receives during

normal business hours, referring any calls involving the distribution system to

GRAHAM. In the event that GRAHAM receives a call from a THATCHER customer,

GRAHAM will respond to the call and inform THATCHER of the nature of the

response. Notwithstanding the fact that GRAHAM may respond to calls from

THATCHER's customers, THATCHER shall have exclusive responsibility to its retail

24

Graham ThatcherDW & OM Agreement - 2/3/16



customers, and, any recourse by a THATCHER retail customer shall be solely against

THATCHER. GRAHAM's liability, if any, for issues involving service quality problems,

interruptions and curtailments of THATCHER's retail customers shall be solely to

THATCHER.

12.9. THATCHER shall be responsible for disconnecting THATCHER

customers for nonpayment. THATCHER shall promptly notify GRAHAM of  al l

customers that are disconnected. The Authorized Representatives shall provide each

other with the contact information for the person(s) in their respective organizations

who should send and receive such communications.

12.10. The Authorized Representatives shall meet and/or exchange information

at least annually to discuss any upgrades and improvements planned for the

THATCHER System and any unanticipated upgrades and improvements made by

GRAHAM during the prior year. The purpose of  such discussions is to reach

consensus on the need for particular upgrades and improvements and to identify and

categorize the facilities' costs that will become part of the depreciated cost of the

facilities located within the THATCHER Service Area for which GRAHAM has paid, for

purposes of Section 7.2.5 hereof.

12.11.There will be two unmetered separation points between GRAHAM's

facilities and the THATCHER System that will normally be operated in an open

position. For reliability purposes, these separation points may be closed during

system emergencies to maintain service to THATCHER's customers or GRAHAM's

members. For any periods of time during which the separation points are closed, the

Authorized Representatives shall cooperate to estimate power flows that occur when
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the separation points are closed and adjust energy accounting to maintain separation

of GRAHAM and THATCHER energy sources.

13. TRANSMISSION AND DISTRIBUTION SERVICE:

13.1. GRAHAM shall provide transmission service for THATCHER Resources

over its 69 kV system from the GRAHAM Point(s) of Receipt to: (a) the New Thatcher

Substat ion, the designated GRAHAM Point of  Delivery under the GRAHAM-

THATCHER Transmission Wheeling Agreement, and (b) the 12.47 kV busses of the

Delivery,

Wheeling Agreement. In providing such service, GRAHAM will receive THATCHER

Resources at the GRAHAM Point(s) of  Receipt,  and wil l  deliver THATCHER

other GRAHAM 69/12.47 kV substations sewing the Interconnection Tie Point(s) of

all pursuant to the terms of  the GRAHAM-THATCHER Transmission

Resources to the 12.47 kV busses of  such GRAHAM substations, less losses

applicable under the GRAHAM-THATCHER Transmission Wheeling Agreement, for

which THATCHER shall be solely responsible. As of  the Transfer Date: a) the

GRAHAM-THATCHER Transmission Wheeling Agreement shall be amended to

recognize that GRAHAM will provide transmission service for THATCHER Resources

through its 69 kV system to the 12.47 kV busses of the other GRAHAM substations

sewing Interconnection Tie Point(s) of Delivery during the term of this DW & OM

Agreement, and b) Exhibit B to the GRAHAM-THATCHER Transmission Wheeling

Agreement shall be amended to add as Points of Delivery the 12.47 kV busses of the

GRAHAM substations sewing Interconnection Tie Point(s) of Delivery during the term

of this DW & OM Agreement, which are anticipated to be the Freeman Substation and

the Plant Substation. In the event of any conflict between this DW 8t OM Agreement
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and the GRAHAM-THATCHER Transmission Wheeling Agreement, the terms of this

DW & OM Agreement shall control.

13.2. GRAHAM shall provide distribution wheeling service to THATCHER from

the 12.47 kV busses of the New Thatcher Substation and the other GRAHAM

substations sewing Interconnection Tie Point(s) of Delivery to the meters of all

customers in the THATCHER Service Area. The Parties will determine energy losses

related to such distribution wheeling service and work with AEPCO (or any

replacement scheduling agent for THATCHER) to schedule sufficient energy under the

AEPCO-THATCHER Scheduling Agreement and the GRAHAM-THATCHER

Transmission Wheeling Agreement from THATCHER Resources to the GRAHAM

Point(s) of Receipt to cover losses from the GRAHAM Point(s) of Receipt to the

metering points at the New Thatcher Substation and the Interconnection Tie Point(s)

of Delivery, such that the losses are supplied from THATCHER Resources or that the

costs of losses associated with distribution wheeling services shall be the sole

responsibility of THATCHER.

13.3. Nothing herein changes the method for calculating, accounting for and

charging for losses on THATCHER Resources that are transmitted over SWTC's

transmission system pursuant to the SWTC-THATCHER Contract.

So long as the AEPCO-THATCHER Scheduling Agreement remains in

effect, AEPCO shall be THATCHER's scheduling agent for energy from THATCHER

Resources delivered pursuant to this DW & OM Agreement. In the event of

termination of the AEPCO-THATCHER Scheduling Agreement, THATCHER shall be

27

14. RESOURCE SCHEDULING AND ENERGY ACCOUNTING:

14.1.

in

Graham Thatcher DW & OM Agreement - 2/3/16



responsible to ensure that the scheduling of THATCHER Resources will be consistent

with the energy accounting and balancing requirements of the SWTC-THATCHER

Contract and the requirements for energy accounting as set forth in this DW & OM

Agreement.

14.2. During each hour, THATCHER shall schedule and deliver or cause to be

scheduled and delivered to GRAHAM at the GRAHAM Point(s) of Receipt an amount

of energy equal to the load of the THATCHER Service Area, plus losses. The load of

the THATCHER Service Area plus losses shall include any profiled loads determined

pursuant to Section 14.5.

14.3. The Authorized Representatives of the Parties shall work with AEPCO

and SWTC to develop metering and communication facilities, or alternatives to such

facilities developed pursuant to Sections 14.4 and 14.5, as required to measure and

communicate peak demands and energy, and to develop procedures for energy

accounting that appropriately account for the use by GRAHAM and THATCHER of

their individual power resources by their respective customers, as well as the delivery

of such resources to such customers, including appropriate allocations of losses as

experienced on the GRAHAM 12.47 kV distribution system as it may be expanded

pursuant to this DW & OM Agreement.

In order to reduce the cost and number of new meters and associated14.4.

communications equipment required under this DW & OM Agreement, the Authorized

Representatives of the Parties have and shall continue to evaluate: (a) moving or

constructing facilities to isolate the feeders sewing THATCHER's customers from the

feeders serving GRAHAM's members, (b) adjusting loss factors with respect to loads
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that are so small that metering is not cost effective, and (c) using load profiling in

accordance with Section 14.5. when customers of THATCHER and members of

GRAHAM are served from a common feeder. To the extent economic, the goal of this

evaluation is to meter THATCHER's loads at GRAHAM Point(s) of Delivery under the

GRAHAM-THATCHER Transmission Wheeling Agreement, rather than at

Interconnection Tie Points. Any arrangement in lieu of metering hereunder shall be

subject to the written approval of AEPCO and SWTC.

14.5. The Authorized Representatives of THATCHER and GRAHAM have

and will continue to jointly develop procedures intended to equitably adjust actual

metered data to reflect estimated hourly profiles for a limited number of meters that do

not economically justify installation of metering suitable to SWTC. Unless otherwise

agreed by the Parties, THATCHER shall use the following procedures (which are

illustrated in the example in Exhibit "D") to develop a THATCHER Supplied Load

Profile to implement the load profiling contemplated by this Section 14.5.

14.5.1. The THATCHER Supplied Load Profile will use THATCHER's

actual hourly system load profile as measured at all metering points used to serve the

THATCHER System from the previous calendar year Scheduling Month, such that the

THATCHER Supplied Load Profile will be adjusted to align the day-of-week, for

example, the July 2016 Scheduling Month (Friday July 1, 2016 through Sunday July

31, 2016) would use THATCHER's actual hourly system load profile from Friday July

3, 2015 through Sunday August 2, 2015.

14.5.2. Five days before the start of the next Scheduling Month,

THATCHER shall provide GRAHAM, AEPCO and SWTC the hourly load profile for the
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Profiled Meters. The hourly load profile shall include THATCHER's estimate of the

monthly load forecast for the Profiled Meters plus any reconciliation from previous

months. The Parties envision a two-month reconciliation process where the actual

retail monthly metered loads of the Profiled Meters will be compared to THATCHER's

estimated monthly load forecast, and any difference will be added or subtracted to the

monthly forecast for the Scheduling Month. THATCHER shall read its retail meters as

close as possible to the first day of each calendar month. Losses on the distribution

system from the point of metering to the Interconnection Tie Point(s) of Delivery shall

be added to the hourly load profile resulting in the deemed monthly load of the Profiled

Meters. The initial loss factor shall be 4.6% as set forth in Section 16.3.

14.5.3. The deemed monthly load of the Profiled Meters will then be

patterned hourly based on the actual hourly system load profile referenced in Section

14.5.1, resulting in the THATCHER Supplied Load Profile. SWTC and AEPCO will

treat the THATCHER Supplied Load Profile as one additional Interconnection Tie

Point(s) of Delivery when determining THATCHER load and resource scheduling

responsibilities under this DW & OM Agreement.

14.5.4. The initial list of the locations and the list of retail meters where

load profiling will be used are set forth in the attachedExhibit "E". To the extent new

retail meters are added in an area subject to load profiling, THATCHER shall notify

GRAHAM of the meter numbers and locations, and GRAHAM shall update the list of

If either THATCHER or GRAHAM becomemeters and locations in Exhibit "E".

unsatisfied with the load profiling procedures, the unsatisfied Party may elect to add

additional metering, subject to the SWTC standards, at its sole costs.
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15. METERING AND BILLING:

15.1. GRAHAM shall install, own, operate and maintain all necessary metering

and communication equipment determined pursuant to Section 14.3 at the GRAHAM

Point(s) of Delivery to THATCHER and at all Interconnection Tie Point(s) of Delivery

between GRAHAM's distribution facilities and the THATCHER Service Area, the initial

locations for which are set forth in the attached Exhibit "F".

15.2. GRAHAM shall arrange with AEPCO and SWTC to install meters and

communications equipment determined pursuant to Section 14.3, as required to

distinguish between usage by GRAHAM and usage by THATCHER for purposes of

billing by AEPCO and SWTC to GRAHAM and THATCHER.

15.3. THATCHER shall own, operate and maintain all retail customer meters in

the THATCHER Service Area, and, THATCHER shall be responsible for reading such

meters and billing all of THATCHER's retail electric customers.

15.4. For purposes of calculating charges hereunder, GRAHAM shall request

meter readings from SWTC from the meters used to measure the electrical power and

energy delivered to the GRAHAM Point(s) of Delivery and the Interconnection Tie

Point(s) of Delivery as of Midnight on the last day of each month. The aggregate of

THATCHER's retail customer loads shall be metered at the GRAHAM Point(s) of

Delivery and the interconnection Tie Point(s) of Delivery and be subject to GRAHAM'S

transmission wheeling and loss rates pursuant to the GRAHAM-THATCHER

Transmission Wheeling Agreement. GRAHAM also shall be compensated for losses

over its 12.47 kV distribution system for deliveries to interconnection Tie Point(s) of
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Delivery. Total metered loads shall be adjusted to account for load profiling or other

measures implemented pursuant to Sections 14.4 and 14.5.

15.5. GRAHAM shall render monthly statements to THATCHER, which shall

include all relevant information required to determine THATCHER's distribution

wheeling charges as set forth in Section 16.

15.6. GRAHAM shall bill THATCHER for fifty percent (50%) of its actual costs

incurred after the effective date of this DW & OM Agreement, for labor, equipment,

materials and subcontractors (including SWTC) for installing conductors, poles, wires,

switches and meters and communications equipment required pursuant to Sections

15.1 and 15.2.

15.7. GRAHAM shall have no obligation to incur any cost for installing

conductors, poles, wires, switches and meters and communications equipment

required pursuant to Sections 15.1 and 15.2, until the THATCHER electorate approves

an increase in THATCHER's spending limitation pursuant to Section 6.2 to an amount

sufficient to allow it to perform its obligations under this DW & OM Agreement.

15.8. The Authorized Representatives of the Parties shall cooperate to

determine the location of all meters and associated communications equipment

required under this DW & OM Agreement and shall develop procedures regarding

metering configurations, 12.47 kV loss factors, meter testing and rebilling for meter

inaccuracies.

16. CHARGES FOR DISTRIBUTION WHEELING:

16.1. The charge for distribution wheeling service shall be the sum of the

following: (a) the product of the rate for distribution wheeling service set forth in
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Section 16.2, as the same may be adjusted pursuant to this Section 16, multiplied by

the kph of energy delivered at the New Thatcher Substation (as metered at the low

side of the 69/12.47 kV transformers at the New Thatcher Substation), plus (b) the

product of the rate for distribution wheeling service set forth in Section 16.2, as the

same may be adjusted pursuant to this Section 16, multiplied by the quotient produced

by a numerator equal to the kph of energy delivered at the interconnection Tie

Point(s) of Delivery and a denominator equal to the difference of 1 (one) minus the

loss factor set forth in Section 16.3, with the loss factor expressed in decimal form, as

the same may be adjusted pursuant to this Section 16. The kph component of the

charge for distribution wheeling service shall be adjusted to account for any load

profiling or other measures implemented pursuant to Sections 14.4 and 14.5.

16.2. The initial rate for calculating the charge for distribution wheeling service

shall be $0.01825 per kph, as adjusted as provided in the attached Exhibit "C".

16.3. The initial loss factor for losses on GRAHAM's 12.47 kV distribution

system shall be 1.5% for primary meters and 4.6% for loads determined by load

profiling pursuant to Section 14.5. Upon request by either Party, the Authorized

Representatives shall cooperate to develop new loss factors, which may be adjusted

upon demonstration that a change is warranted.

11. TAXES:

17.1. In addition to the charges set forth in Section 16.1, any governmental

transactions tax, privilege tax, sales tax or other gross revenue tax, including but not

limited to, assessments or regulatory impositions of the Federal Energy Regulatory

Commission ("FERC"), the ACC or other governmental taxing and/or regulatory
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bodies, which may now or later be mandatorily imposed by law upon the service

provided by GRAHAM to THATCHER pursuant to this DW & OM Agreement, shall be

added by GRAHAM to the charges of Section 16.1 to THATCHER, provided that,

GRAHAM provides THATCHER with 90 days' notice prior to adding any such taxes or

assessments that may be imposed after the effective date of this DW & OM

Agreement, with

assessments from the date of their imposition.

GRAHAM's first billing thereafter collecting for such taxes or

17.2. Nothing in this DW & OM Agreement precludes THATCHER from

challenging the applicability of any governmental transactions tax, privilege tax, sales

tax or other gross revenue tax, including but not limited to, assessments or regulatory

impositions of FERC, the ACC or other governmental taxing and/or regulatory bodies

to THATCHER. GRAHAM will not oppose any such challenge.

17.3. THATCHER shall not impose any franchise fees or privilege taxes on

GRAHAM with respect to any THATCHER electric customers within the THATCHER

Service Area.

17.4. In the event the revenues received by GRAHAM pursuant to this DW &

OM Agreement would cause GRAHAM to exceed the 15% limit on non-member

revenue imposed by the Internal Revenue Service and thereby become subject to

payment of income taxes, THATCHER shall become a member of GRAHAM pursuant

to the terms of GRAHAM's bylaws, and, THATCHER agrees that the GRAHAMBoard

may determine the methodology for allocating capital credits or patronage retirements

associated with such membership. GRAHAM agrees that this provision will not result
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in THATCHER incurring any additional costs under this DW & OM Agreement, other

than the payment of GRAHAM's membership fee.

18. PAYMENT AND PENALTY:

THATCHER shall pay GRAHAM for all costs identified as payable by

THATCHER in this DW & OM Agreement. Payment by THATCHER of charges billed

by GRAHAM shall be due on the 15th day of the calendar month following the month

for which the bill is rendered, or on the 15th day after the date of deposit by GRAHAM

of the bill in the United States mail, whichever is later. Bills not paid in full by said due

date shall thereafter bear an additional charge of one percent (1%) per month, or the

maximum legal rate of interest, whichever is less, on the unpaid amount prorated by

days until payment is received by GRAHAM, and such charge shall also apply to any

unpaid bill, or portion thereof, which is disputed and thereafter determined to be

proper. A billing or any other dispute shall not relieve THATCHER of the obligation to

make payments as and when due, although THATCHER's rights may be reserved by

designating a payment as "made under protest." Accordingly, any overpayment due to

billing error that is subsequently corrected shall bear interest at the same rate from the

time of overpayment until the date of refund or issuance of a subsequent bill on which

the resulting credit is given.

19. UNCONTROLLABLE FORCES:

No Party shall be considered to be in default in the performance of any of

its obligations under this DW & OM Agreement, except as enumerated hereunder,

when a failure of performance shall be due to Uncontrollable Forces, as defined

19.1.

below. The Party claiming excused failure of performance shall promptly contact the
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other Party and provide written notice that an Uncontrollable Force has caused failure

of performance.

19.2. The term "Uncontrollable Forces" shall mean any cause beyond the

control of the Party unable to perform its obligation, which such Party could not

reasonably have been expected to avoid by exercise of due diligence, and which it has

been unable to overcome despite having exercised due diligence. Causes beyond the

control of a Party shall include, but not be limited to, acts of God, failure of or threat of

immediate failure of facilities, explosion, f lood, drought, earthquake, storm, f ire,

pestilence, lightning and other natural catastrophe, epidemic, war, riot, sabotage, civil

disturbance or disobedience, strike, labor disturbance, dispute or unrest of whatever

nature, labor, material or fuel shortage, restraint by court order or public authority, and

action or non-action by or inability to obtain the necessary authorizations or approvals

from any governmental agency or authority.

19.3. A Party shal l  not ,  however,  be re l ieved of  l iab i l i ty for fa i lure of

performance if such failure is due to causes arising out of its own negligence or due to

removable or remediable causes which it fails to remove or remedy with reasonable

dispatch and due diligence. Any Party rendered unable to fulfill any obligation by

reason of an Uncontrollable Force shall nonetheless exercise due diligence to remove

such inability with all reasonable dispatch.

19.4. Nothing contained herein shall be construed so as to require a Party to

settle any strike or labor dispute in which it may be involved.

19.5. Should GRAHAM experience an Uncontrollable Force that interrupts

service to THATCHER, GRAHAM shall use prudent operating procedures and
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generally accepted utility practices in the State of Arizona in an effort to establish

alternative means to promptly restore such service. In the event that, even after use of

such reasonable efforts, GRAHAM remains unable to restore service to THATCHER

because of Uncontrollable Forces, GRAHAM shall not be liable to THATCHER for

such interruption.

20. DISCONNECTION:

20.1. Each Party (the "Disconnecting Party") shall have the right, but not the

obligation, at any time during the term of this DW & OM Agreement, in accordance

with prudent operating procedures and generally accepted utility practices in the State

of Arizona, to disconnect its facilities, or interrupt, suspend or curtail service over its

facilities to the extent the Disconnecting Party determines or has determined in the

exercise of its sole discretion that failure to do so:

20.1.1. may endanger any person or property or the operation of the

Disconnecting Party's facilities (including, but not limited to, any transmission or

distribution line thereof) or any facilities with which Disconnecting Party is

may cause or contribute to imminent significant disruption of

electric service (including, without limitation, material reduction in quality of service) on

the Disconnecting Party's facilities,

20.1.3. may interfere with any construction, installation, operation,

use, maintenance, repair, replacement, alteration, modification, improvement,

inspection or testing of, or addition to, the Disconnecting Party's facilities or other

property owned or controlled by Disconnecting Party, or
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is contrary to prudent operating procedures and generally

accepted utility practices in the State of Arizona.

20.2. The Disconnecting Party shall use reasonable efforts to give the other

20.1.4.

Party reasonable advance written notice of any such disconnection, interruption,

suspension or curtailment and to provide the other Party with the opportunity to

coordinate and consult with respect to scheduling the same. The Disconnecting Party

shall promptly notify the other Party of the reasons for any such disconnection,

interruption, suspension or curtailment. The Disconnecting Party shall use reasonable

efforts to limit the duration of any such disconnection, interruption, suspension or

curtailment.

20.3. No Party shall have any liability (whether arising in contract, tort, strict

liability, warranty or otherwise) to the other Party for any loss or damage whatsoever

arising out of any action taken by such Party pursuant to this Section 20.

21. ELECTRIC DISTURBANCES:

Each Party shall design, construct, operate, maintain and use its facilities in

order: (a) to minimize electric disturbances or faults such as, but not limited to, the

abnormal flow of power which may damage or interfere with the facilities of the other

Party or any facilities connected with such other Party's facilities, and (b) to minimize

the effect on its facilities and on its customers of electric disturbances or faults

originating on its own or others' facilities.

22. LIMITATION ON CONSEQUENTIAL DAMAGES:

A Party shall be liable for direct damages resulting from a breach of any

provision of this DW 8. OM Agreement, but shall not be liable for any special, indirect,

38

Graham Thatcher DW BL OM Agreement - 2/3/16



incidental, consequential, or punitive damages, including but not limited to loss of profit

or revenue, loss of the use of equipment, cost of capital, cost of temporary equipment

or services, whether based in whole or in part in contract, in tort, including negligence,

strict liability, or any other theory of liability.

23. INDEMNITY AND INSURANCE:

23.1. Each Party shall indemnify and hold harmless the other Party, its

directors, officers, agents and employees for, from and against: to) any claim or action

for death, personal injury, or loss or damage to property, whether direct, indirect or

consequential, to the extent caused by the indemnifying Party's negligence in

performing activities within the scope of this DW & OM Agreement, and, (b) any costs

or expenses of repairing any damage to the other Party's property caused by the

indemnifying Party and resulting from any entry onto the property of the other Party or

work performed upon real or personal property of the other Party pursuant to the

provisions of this DW & OM Agreement.

23.2. The provisions of this Section 23 shall not be construed so as to relieve

any insurer of its obligation to pay any insurance proceeds or provide a defense in

accordance with the terms and conditions of any valid insurance policy of any Party.

23.3. GRAHAM shall be solely responsible for insurance on the THATCHER

System on  and  a f te r  the  Transf e r  Da te ,  and  sha l l  name THATCHER and

THATCHER's customers as additional insurers.

23.4. Each Party shall indemnify and hold the other Party harmless for, from

and against any cost, expense, claim or harm resulting from the failure of that

indemnifying Party to agree to modif ications, improvements or upgrades to the
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THATCHER System that are proposed by the other Party and required by prudent

operating procedures and generally accepted utility practices in the State of Arizona.

23.5. THATCHER shall indemnify and hold GRAHAM harmless from and

against any cost, expense, claim or action (including the cost of any lawsuit both at

trial and on any appeal) brought by a retail customer of THATCHER related to billing

disputes. Should a claim be filed by a THATCHER customer against GRAHAM or

THATCHER, the Parties shall cooperate to investigate and resolve the claim.

24. RIGHT OF ACCESS:

THATCHER shall provide GRAHAM reasonable access to THATCHER's

facilities, including without limitation, real property, meters and associated electrical

facilities in order to implement this DW & OM Agreement.

25. NOTICES:

Any notice, demand or request provided for in this DW 8= OM Agreement

shall be deemed to be properly made if delivered or sent by United States mail,

postage prepaid, return receipt requested, to the following:

To THATCHER:

25.1.

Manager of the Town of Thatcher
P.O. Box 670
Thatcher, AZ 85552

To THATCHER'S Authorized Representative:

At such address as is provided by the Authorized Representative
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To GRAHAM :

General Manager,
Graham County Electric Cooperative, Inc.
P.O. Drawer B
Pima, AZ 85543

To GRAHAM'S Authorized Representative:

At such address as is provided by the Authorized Representative

25.2. In the event that a Party provides a notice, demand or request under this

DW & OM Agreement that relates to termination of this DW & OM Agreement, a

default under this DW & OM Agreement, a dispute under this DW & OM Agreement or

any other matter that is reasonably likely to affect AEPCO or SWTC, such Party shall

provide a copy of such notice to AEPCO and SWTC addressed to the following:

To AEPCO:

Arizona Electric Power Cooperative, Inc.
Clo Chief Executive Officer
1000 S. Highway 80
P.O. Box 670
Benson, AZ 85602

To SWTC:

Southwest Transmission Cooperative, Inc.
do Chief Executive Officer
1000 S. Highway 80
P.O. Box 2195
Benson, AZ 85602

25.3. The designation or the address of any person specified in this Section 25

may be changed at any time by written notice. Communications of a routine character

in the ordinary course of performance of administration, scheduling, delivery or receipt
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of power or operation of facilities shall be given in such manner as the Parties shall

from time to time cooperatively arrange.

26. AVAILABILITY OF RECORDS AND AUDIT RIGHTS:

26.1. All records and information of the Parties pertaining to operations under

the terms and conditions of this DW & OM Agreement shall be available for inspection

and utilization by duly authorized representatives of the other Parties upon reasonable

notice and during normal business hours.

26.2. Each Party shall have the right, during normal business hours and upon

prior reasonable notice to the other Party, to audit at its own expense the other Party's

accounts and records pertaining to either Party's performance or either Party's

satisfaction of obligations under this Agreement. Such audit rights shall include audits

of the other Party's costs, calculation of invoiced amounts, and each Party's actions in

emergency conditions. Any audit authorized by this Section 26 shall be performed at

the offices where such accounts and records are maintained and shall be limited to

those portions of such accounts and records that relate to each Party's performance

and satisfaction of obligations under this DW & OM Agreement. Accounts and records

related to either Party's performance or satisfaction of all obligations under this DW &

OM Agreement shall be subject to audit as follows: (a) for an audit relating to cost

obligations, the applicable audit rights period shall be twenty-four (24) months after the

auditing Party's receipt of an invoice giving rise to such cost obligations, and (b) for an

audit relating to all other obligations, the applicable audit rights period shall be twenty-

four (24) months after the event for which the audit is sought. Each Party shall keep
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such accounts and records for a period equivalent to the twenty-four (24) month audit

rights periods described above.

27. AUTHORITY FOR THIS DW & OM AGREEMENT:

21.1. GRAHAM and THATCHER each represent and warrant that the person

signing this DW & OM Agreement on its behalf has full authority to execute this DW &

OM Agreement, and that it has taken all action necessary or appropriate under

applicable law and the organizational documents of such Party to make this DW & OM

Agreement the valid and binding obligation of such Party, enforceable in accordance

with its terms.

27.2. GRAHAM represents and warrants that it is an Arizona non-proflt electric

cooperative that was incorporated in 1945 and is duly formed, validly existing, and in

good standing pursuant to the laws of the State of Arizona and has the full power and

authority to enter into this DW & OM Agreement.

27.3. THATCHER represents and warrants that it is an Arizona municipal

corporation duly formed, validly existing, and in good standing pursuant to the laws of

the State of Arizona and has the full power and authority to enter into this DW & OM

Agreement.

28. WAIVER:

Any waiver by a Party hereto of its right with respect to a default of this DW &

OM Agreement or with respect to any other matter arising in connection with this DW

& OM Agreement shall not be deemed to be a waiver with respect to any subsequent

recurrence of the same, or any different default or matter. No delay short of the
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statutory period of limitations in observing or enforcing any right hereunder shall be

deemed a waiver of such right.

29. ASSIGNMENTS:

This DW 8= OM Agreement shall be binding upon and inure to the benefit

of the permitted successors and assigns of the Parties hereto.

29.2. Either Party may, upon giving the other Party written notice thereof,

29.1.

transfer, sell, pledge, encumber or assign the revenues or proceeds due such Party

under this DW & OM Agreement.

29.3. Either Party may, upon giving at least thirty (30) days' written notice to

the other Party, and without the prior written consent of the other Party, transfer or

assign this DW & OM Agreement to any person or entity succeeding to all or

substantially all of the assets of such Party whose creditworthiness is equal to or

higher than that of such Party, provided, however, that in each such case, any such

assignee shall agree in writing to be bound by the terms and conditions hereof,

including THATCHER's right to buy the THATCHER System upon termination of this

DW & OM Agreement, as provided in Section 7.2.5.

Except as provided in Sections 29.2 and 29.3, neither Party shall assign29.4.

its interest in this DW & OM Agreement in whole or part without the prior written

consent of the other Party, provided that, such consent shall not be unreasonably

withheld if such assignee agrees in writing to be bound by the terms and conditions

hereof, including THATCHER's right to buy the THATCHER System upon termination

of this DW & OM Agreement, as provided in Section 7.2.5. No assignment, merger or

consolidation shall relieve any Party of any obligation under this DW & OM Agreement.
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29.5. GRAHAM may pledge or encumber the THATCHER System pursuant to

any mortgage or indenture with CFC that applies to all of GRAHAM's distribution

assets, provided that GRAHAM shall obtain a release from CFC of such pledge or

encumbrance at the time GRAHAM is required to transfer the THATCHER System to

THATCHER pursuant to this DW & OM Agreement. If required by the applicable loan

documents, GRAHAM shall use the proceeds from the transfer of the THATCHER

System to THATCHER in order to retire debt to obtain a release from CFC of any

pledge or encumbrance applicable to the THATCHER System. In the event that

GRAHAMwishes to encumber or pledge all or a portion of the THATCHER System as

security for financing with a financing entity other than CFC, the Parties shall

cooperate to implement reasonable amendments to this DW & OM Agreement if

required by the lender to permit such financing, provided that such amendments do

not materially affect THATCHER's rights under this DW & OM Agreement.

30. CONTROLLING LAW:

This DW & OM Agreement shall be governed by and interpreted in accordance

with Arizona law.

31. ATTORNEYS' FEES:

In the event suit is brought by a Party to this DW & OM Agreement to enforce

the terms of this DW & OM Agreement or to collect any money due hereunder, or to

collect money damages for breach hereof, the prevailing Party shall be entitled to

recover, in addition to any other remedy, reimbursement for reasonable attorneys' fees

(including at trial and on any appeal), court costs, costs of investigation and other

related expenses incurred in connection therewith.
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32. SPECIFIC PERFORMANCE:

In addition to such other remedies as may be available under applicable law,

the Parties acknowledge that the remedies of specific performance and/or injunctive

relief shall be available and proper in the event any Party fails or refuses to perform its

duties hereunder.

33. AUTHORIZED REPRESENTATIVES: DISPUTE RESOLUTION:

33.1. Each Pady shall appoint an Authorized Representative who shall be

responsible to work with the Authorized Representative of the other Party to implement

this DW & OM Agreement. Each Party shall give the other Party notice of the identity

and contact information of  its Authorized Representative and may change its

Authorized Representative at any time by written notice to the other Party. The

Authorized Representatives from time to time may designate persons within their

respective organizations to deal with the day-to-day implementation of this DW & OM

Agreement, and to receive routine notices, such as a notice of disconnection.

33.2. Any question, dispute, controversy or failure to agree where agreement

is required (a "Dispute") arising out of or related to the terms and/or subject matter of

th is  DW  & OM Agreement  sha l l be submit ted in writ ing by the Authorized

Representative of the disputing Party to the Authorized Representative of the other

Party. The Authorized Representatives shall attempt to resolve any such Dispute

within sixty (60) days of such submittal and presentation.

33.3. Unless otherwise agreed by the Parties, any Dispute that the Authorized

Representatives are unable to resolve within sixty (60) days shall be submitted by the
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disputing Party to arbitration and resolved in accordance with the arbitration

procedures set forth as follows:

The Authorized Representatives shall attempt to agree on

the selection, retention, and appointment of a single neutral independent arbitrator

with expertise in the area of the Dispute, within ten (10) business days after the matter

is submitted to arbitration pursuant to Section 33.3 above. The cost of such single

arbitrator shall be shared equally by the Parties. If the Parties fail to agree upon a

single arbitrator within that ten (10) business day period, each Party shall choose one

arbitrator within the next five (5) business days who shall sit on a three (3) member

arbitration panel. THATCHER shall retain and provide one arbitrator at its sole

33.3.1.

expense, and GRAHAM shall retain and provide one arbitrator at its sole expense.

Those two arbitrators shall select and retain a third independent arbitrator, who shall

chair the arbitration panel. The expenses related to the third independent arbitrator

shall be shared equally by THATCHER and GRAHAM. In either case, the arbitrators

shall not have any current or past substantial business or financial relationships with

any Party to the arbitration (except prior arbitration).

The arbitrator(s) shall conduct an arbitration of the Dispute

within twenty (20) days after appointment (or such shorter or longer time as agreed

upon by the arbitrator(s) and approved by the Parties). The arbitrator(s) shall provide

33.3.2.

each of the Parties with the opportunity to be heard and, exceptas otherwise provided

herein, shall generally conduct the arbitration in accordance with the Commercial

Arbitration Rules of the American Arbitration Association and applicable substantive

law. Except to the extent it would be contrary to or inconsistent with the provisions
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herein, the provisions of A.R.S. §§ 12-1501 et seq. shall apply- If there is a three

member panel rather than a single arbitrator, the Powers of the arbitrators, including

the power to issue rulings on the merits of the Dispute, may be exercised by a

majority.

Unless otherwise agreed by the Parties, the arbitrator(s)

shall render a decision within thirty (30) days following the arbitration, and shall notify

33.3.3.

the Parties in writing of such decision and the reasons for it, but without the necessity

of detailed findings of fact and conclusions of law. In the discretion of the arbitrator(s),

the ruling may include an award of the prevailing Party's costs and reasonable

attorneys' fees against the other Party. The decision of the arbitrator(s) shall be final

and binding on the Parties, and judgment on the award may be entered in any court

having jurisdiction. The decision of the arbitrator(s) may be opposed or modified in

accordance with and for the reasons set forth in A.R.S. §§ 12-1512 and 1513.

34. LICENSES. RIGHT-OF-WAYS AND EASEMENTS:

34.1. The Parties agree that licenses, right-of-ways and easements required

by a requesting Party from the other Party to enable the requesting Party to perform in

accordance with the provisions of this DW & OM Agreement shall be made available

to the requesting Party without undue cost or delay by the other Party. Each Party

agrees to be reasonable within standard utility practice with respect to the locations it

requests for such licenses, right-of-ways and easements in the service territory of the

other Party.

34.2. Any license, right-of-way or easement that has been granted by a Party

to the other Party shall not be set aside by the granting Party so long as the other
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Party requires such license, right-of-way or easement to provide electric service in its

service territory or to provide service pursuant to this DW & OM Agreement.

34.3.  The Part ies shal l  cooperate to execute such documents as are

necessary to effectuate the purposes of this DW & OM Agreement.

35. EXECUTION NOT PRECEDENT:

THATCHER shall not cite or rely on the execution, performance or termination

of this DW & OM Agreement by GRAHAM as precedent or support for any claim,

complaint or case filed by THATCHER with the FERC, by which THATCHER would

seek to  compel GRAHAM to  invo luntar i ly  provide interconnections between

GRAHAM's 69 kV or 12.47 kV electrical facilities and the THATCHER System or

wheeling or transmission services to THATCHER over GRAHAM's electrical facilities.

36. SURVIVAL:

The obligations of Sections 7, 18, 22, 23, 26, 31, 33 and 35 hereof shall survive

termination of this DW & OM Agreement until satisfied. The provisions of Section 11

hereof shall survive termination as to any Future Expansion Area Notice given prior to

termination of this DW & OM Agreement. All payment obligation incurred prior to

termination shall survive termination until satisfied.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, the Parties hereto have caused this DW & OM

Agreement to be executed, attested and delivered by their respective duly authorized

executives, as of this l '§t\dav of Q M  @ , n Ae |2015.

». 1

TOWN OF THATC

By: _ J-.
/N(,ujQf

Sl-15-8014
Title:

Date:

ATTEST:

By: YV\\~ `

Town Clerk-Manager
Date: 9'l5'90ll4

GRAHAM COUNTY ELECTRIC
COOPERATIVE, INC.

By.. _ _

Title: 4¢l48»<4-/ IZ4~u9e/e
Date: 4?~ 3 -80 / 6

ATl'EST:

Date: 8 3/x9/4
Secret
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Acknowledged By:

ARIZONA ELECTRIC POWER
COOPERATIVE, INC.

By: 547!2 .

Title: Executive Vice Presley ht 8= CEO

Date: 2/28l/z0/6

Acknowledged By:

SOUTHWEST TRANSMISSION
COOPERATIVE, INC.

By:

Title: President & CEO

Date: Z-/23 /L 9/6
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Q EXHIBIT A

THATCHER NOTICES

u-num
Reba! Rivera, Mqrer
William Mulcnacnlx, Wei Mayor
ElicMoniman
Ksnndlu loran

Tory Hinhan, Tove Moncglr
Glades Alvis
Donald lmnn
W°v~ erase..

5/28/2006

Mr. Steve Lines
Manager
Graham County Electric COOP
PO Drawer B
Pima ,Arizona 85543

Dear Steve:

As we have discussed I am attadiing a map of the sewioe areas within the Town
Limits of Thatcher that the Town would like to purchase from the COOP. There are
three areas and they are marked in red. As per the September 1973 agreement, Sec-
tion 1 we would ask that this letter act as the notice to purchase and the five year notifi-
cation period begin as of the date of this letter.

After you have reviewed the map please let me know if we need to make any
changes or you have any questions.

Sincerely,

\m
Terry Hinton
Town Manager

TOWN OF THATCHEI
P.O. BOX 670 - 3700 w. MAIN STREET - THATCHER. Az 85552 .. (928) 428-2296 - FAX (928)428-2040
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l GIIHUI Tvv liiuion, Town Manager
Rabat Rivuv, Mayor Chunks Mani:
William Mullcnaaux, Vs: Mayor Donald ma
Eric Monilnan Wayne Grilin
hnmlh Lemon

8/17/2011

Mr. Steve Lines
Manager
Graham County Ekactric COOP
PO Drawer B
Pima, Arizona 85543

Dear Steve:

is notifying the Graham County Electric
COOP of our intention to purdiase additional service area within the Town Limits of
Thatdmer asper the revised 1973 Agreement. Prior to the purchase we will schedule an
election to gain support of the citizens of Thatcher. I am including a map covering our
proposed future purchase. The date of this letter should be the date to begin the three
(3) year notification period.

The Town of Thatcher, with this letter,

Please let me know if you need any additional\ information.

Sincerely,

u4x\~,
Terry Hinton
Town Manager

Tum corra l
Demy! row-nev
Sheryl &»teeny

TQWN or THATCHER
p_0. sox 670 - a7oo w. MAIN STREET - mAra4nc, AZ 85552 .. (928) 428-2296 - FAX l928) 428-2019
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EXHIBIT c

GRAHAM COUNTY ELECTRIC COOPERATIVE [GRAHAM] NETWORK
DISTRIBUTION FORMULA RATE DESCRIPTION

FOR THE TOWN OF THATCHER

The rate for distribution wheeling and operation and maintenance (O8¢M] services provided

by GRAHAM to THATCHER pursuant to the DW&0M Agreement shall be adjusted to reflect changes

in GRAHAM's costs related to such services pursuant to a formula rate methodology. The

components of the formula rate to be incorporated into GRAHAM's rate for such services shall be as

set forth in this Exhibit C, and in Exhibit C-1, which provides an example of the formula rate

calculation in Xcel spreadsheet format. Exhibit C-2 sets forth the implementation protocols which

describe how GRAHAM will update the cost components of the formula in future years, what the

review procedures are, how challenges will be resolved, and how any changes to the annual rate will

be implemented.

GRAHAM will use actual prior fiscal year audited cost and Plant in Service data as the basis

for the Distribution Revenue Requirements (DRR] that shall be used to determine GRAHAM's rate.

The formula rate will ensure that rates for services provided to THATCHER are established and

changed on the same basis as rates for comparable services to GRAHAM's retail customers.

Included in this Exhibit C is the formula description, and included in Exhibit C-1 is a template

for the formula that GRAHAM will use. The template has been populated with 2012-2014 audited

financial results, to establish the initial Distribution Revenue Requirement under the formula

approach. The Parties have agreed to a "density factor" adjustment to GRAHAM's formula rate that

reflects the higher density of load in Thatcher's service territory compared to that of GRAHAM's. The

Parties have also established a "Settlement Factor" to reach the Parties' negotiated initial rate.

GRAHAM will maintain a permanent record of the audited trial balance grouping schedule that was

used as the basis for the calculations depicted in Exhibit C-1, including the Excel spreadsheet that

was used to prepare Exhibit C-1.

Formula Descrintinn

The formula produces the annual Distribution Revenue Requirement which is the sum of the

distribution operation and maintenance, depreciation expense, debt service expense, and revenue

credits for GRAHAM as reported in the annual Financial Statement Adjusted Trial Balance, and the

allocated Administrative & General expense. Each line of the formula consists of four columns of

Graham Thatcher DW & OM Agreement - 2/3/16
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U

information or data: (1) the line number; (2) a description of the cost item; (3) the actual data input;

and (4) either the source of the input data, or an instruction describing a calculation.

Sections of the formula are grouped by category as follows: (a) Operation and Maintenance

expenses, (b) allocated GRAHAM Operations & Maintenance and Administrative & General Expense;

(c) Distribution Depreciation expense and allocated General Plant Depreciation expenses; (d) Debt

Service & Return; (e) Revenue Requirement (including adjustments such as revenue credits); (U

Annual System Energy Sales and (g) Notes. The formula includes cost data from the prior three years

as reported in GRAHAM's annual Financial Statement Adjusted Trial Balance.

Operation & Maintenance and Administrative & General expenses are allocated to the

distribution function based on labor allocators.

Annual interest expense on the GRAHAM distribution assets are multiplied by a Times

Interest Earned Ratio (TIER) of 2.0 as allowed by the Arizona Corporation Commission in GRAHAM's

most recent rate filing to arrive at the annual return on the Distribution long term debt

The net revenue requirement is divided by the test year Total System Energy Sales to all load

served by the GRAHAM distribution system including THATCHER loads, with the result that all retail

loads served by the GRAHAM system pay the same distribution wheeling and 0&M rate per kW for

power delivery. This rate will then be discounted by the Density Factor Discount of 54.32%. The

Density Factor Discount is based on a ratio of the five year average cost of service for THATCHER to

operate and maintain its own electric system ($17.93/MWh) with the new GRAHAM transferred

loads to the GRAHAM Annual Calculated Distribution wheeling rate. The Density Factor Discount

will be fixed at 54.32% throughout the life of die DW&0M Agreement. A Settlement Factor of

101.8% is then applied to arrive at the initial GRAHAM distribution wheeling and 0&M rate (Initial

Rate) to be charged for the first year of service. The Initial Rate reflects the starting point previously

agreed to by the Parties. The Settlement Factor of 101.8% will be fixed for the life of the DW&0M

Agreement.
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52,116,314

51,167,292

66.87%

s 780,568

s 1,115,111

$5,867,183

$33.00

29 Settlement Wheeli Rate slszs

Exhibit C-1

Graham County Electric Coop

CALCUIATION 0F DISTRIBUTION RATES FOR TOWN 0F THATCHER

2014

DAIA 2912 MY Mi
Three Year

Average

OPERATION &MAINTENANCE

1 Distribution Expense $1,922,268 $2,268,512 s2,158,163l $2,116,314 IAud11e<1Tt1a1 BdanceSubgr0up4120814130[lessAcct#563-571]

ADMINISTRATIW a GENERAL

2 Total A8zG Expense $1,167,292 Audited Trial Balance Suhgmup4150

GCEC - Dim labor Distribution66.87%

$1,083,818 $1,194,193 $1,223,866

6(x97% 68.05% 65.53%

LE n L2

3 Distribution Labor AII0camr

Total A&G Assigned to Distribution4

$1,053,570 Audited Trial Balance Subgroup416(acct#403.6 &403.131)

5181,757 Audited Trial Balance Subgroup416(acct#403.7)

66.87% LE

$121,541 L7'L8

DEPRECATION EXPENSE

5 Distribution Depreciation

6 General Plant Depreciation

7 Distribution LabnrAllocatnr

8 Allocated General Plant

9 Total Assigned Depreciation LS+L8

$18,218,498

51,047,246

2.00

52,094,493 L11 I L12

RateBaseAllocator

L134 L14

Audited Triad Balance Gmup2200

Audited Trial Balance Group5100

8s.710%

$1,795,190

Weighted Cost of Debt

Weighted Costof Equity

Rate of Ream

5.748% L11lL10

1.050% L18 . L16

6.798% L15/L19

526,406,786 Rate Base All0cated to Distn'bution

DEBT senvltm a RETURN

10 Long Term Debt

11 interest Expense

12 Allowed TIER

13 Total Return

14 Distribution Rate Base Allocator

15 DistributionReturn

16

17

18

19 Dist1ibuti0n Rate Base

20 Rate of Recur

21 Total Distribution Recur

22 Total Distribution RevenueRequirements

23 Total System Energy Sales 1f9,0@3,535

24 calculated Distribution Rate [S/MWI1]

6.798% L18

51,795,190 l L194 L20

L1+L4+L9+L21

ACC CY Annual Report Total Retail kWH Sold + Thatcher CY $HLI8

L22 / L23 s 1000

25 FiveYearAverageThatcher0peotingCosts

26 Density FactorDiscount

17.93

54.32% L25 / L24 (Fixed at54.32% of the life of the wheeling agreement]

27 Thatcher Wheding Rate

28 Settlement FacLor

$17.93 L26 » L24

101.80%

L27 I L28
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4
EXHIBIT C-2

Fo rm u la  Ra te  Im p le m e n ta tio n  P ro to c o ls

Section 1 Annual Updates

a ) GRAHAM's  a nnua l Dis tribution Re ve nue  Re quire m e nts  s ha ll be  de te rm ine d a nd

upda te d a nnua lly through the  Formula  Ra te  de scribe d in Exhibit C to the  DW & OM

Agre e me nt us ing the  Exce l s pre a ds he e t s e t forth a s  Exhibit C-1 (Annua l Upda te ).

S uch Annua l Upda te  sha ll be  used to de te rmine  the  ra te  for dis tribution whee ling and

O &M s e rv ice s  to  be  e ffe c tive  on  a nd  a fte r J a nua ry 1  of the  ne xt ca le nda r ye a r

through December 31 of the  same  ca lenda r yea r (the  "Ra te  Yea r"). J anua ry 1 of each

new ca lenda r yea r is  cons ide red the  "P ublica tion Da te ".

b) Be ginning in 2015 a nd continuing e a ch ye a r the re a fte r, on or be fore  De ce mbe r 1 of

e a ch ye a r, GRAHAM sha ll ca lcula te  its  Annua l Dis tribution Re ve nue  Re quire me nts ,

produc ing the  "Annua l Upda te " in  the  form  of Exhibit C-l for the  upcom ing Ra te

Ye a r, a nd sha ll ma ke  the  re sults  of the  Annua l Upda te  a va ila ble  to THATCHER for

its  re vie w.

c) If De ce mbe r 1 should fa ll on a  we e ke nd or a  holida y re cognize d by WECC, the n the

Annua l Upda te  sha ll be  due  to THATCHER on the  ne xt bus ine ss  da y.

d) Inputs  to the  Formula  Ra te  a re  based on GRAIN-IAM's  books which re flect the  US DA-

RUS  Uniform  S ys te m  of Accounts  from  the  F ina nc ia l S ta te m e nt Adjus te d  Tria l

Ba la nce  a s  of the  la te r of the  da te  of GRAHAM's  initia l Formula  Ra te  or the  la s t da y

of the  fis ca l ye a r e nd ing  S e p te m be r 30  o f the  ye a r im m e dia te ly p re ce d ing  the

e ffective  da te  of the  Annua l Upda te  to the  Formula  Ra te .

s) GRAHAM's  Annua l Upda te  for the  Ra te  Ye a r:

i. S ha ll, to th e  e xte n t specified in  t h e Annua l Dis tribu tion  Re ve nue

R e q u ire m e n ts  fo rm u la ,  ( i)  b e  b a s e d  u p o n  d a ta  p ro p e r ly  re c o rd e d  in

GRAHAM's  fina ncia l da ta  for the  mos t re ce nt fis ca l ye a r a nd the  books  a nd

re cords  of GRAHAM, a nd (ii) sha ll provide  a  se pa ra te  ca lcula tion de te rmining

Graham Thatcher DW & OM Agreement .- 2/3/16
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the  a mount (if a ny) by which the  pre vious  ye a r's  Annua l Dis tribution Re ve nue

Re quire me nts  we re  ove r (+5%)- or unde r (-5%)-re cove re d during the  pre vious

January 1 through December 31 ,

ii. a s  a n d  to  th e  e x te n t  s p e c ifie d  in  th e  F o rm u la  R a te  o r  th ro u g h

informa tion re que s ts  pursua nt to S e ction 2, provide  supporting docume nta tion

for da ta  not othe rwise  ava ilable  tha t a re  used in the  Annua l Upda te  or Formula

Ra te ,

Shall,

iii. S ha ll provide  notice  of m a te ria l cha nge s  in  GRAHAM's  a ccounting polic ie s

a n d  p ra c t ic e s  fro m  th o s e  in  e ffe c t  fo r  th e  fis c a l ye a r  u p o n  wh ic h  th e

im m e dia te ly p re c e d ing  Annua l Upda te  wa s  ba s e d  ("Ma te r*ia l Ac c oun ting

Cha nge s"),

iv. S h a ll b e  s u b je c t  to  re v ie w a n d  c h a lle n g e ,  o n ly in  a c c o rd a n c e  with  th e

proc e dure s  s e t fo rth  in  th is  E xh ib it C-2 ,  a s  to  whe the r the  inpu t da ta  a re

prope rly re corde d, a nd a s  to the  a ccura cy of the  da ta  a nd the  cons is te ncy with

the  Formula  Ra te , including the  te rns  a nd proce dure s  in this  Exhibit C-2, of the

cha rge s  shown in the  Annua l Upda te ,

v. S ha ll not seek to modify the  Formula  Ra te , and,

vi. If th e  An n u a l Up d a te  s h o ws  th e  n e e d  fo r a  c h a n g e  in  th e  th e n  c u rre n t

dis tribution whe e ling ra te  within a  ba nd of plus  or minus  5%, the re  sha ll be  no

cha nge  to the  dis tribution whe e ling ra te  for the  ne xt Ra te  P e riod. If the  Annua l

Up d a te  s h o ws  th e  n e e d  fo r a n  in c re a s e  o r d e c re a s e  in  th e  th e n  c u rre n t

dis tribution whe e ling ra te  of more  tha n 5%, the n the  dis tribution whe e ling ra te

sha ll be  adjus ted cons is tent with the  Annua l Upda te  and sha ll become  e ffective

be ginning with the  ne xt Ra te  P e riod, howe ve r, if a  cha nge  in the  dis tribution

whe e ling ra te  re quire s  a pprova l of the  ACC, a nd s uch a pprova l ha s  not be e n

obta ine d by De ce m be r 31  of the  ye a r pre ce ding the  Ra te  P e riod ,  the n  the

cha nge  in the  dis tribution whe e ling ra te  sha ll be come  e ffe ctive  upon a pprova l

of the  ACC, a nd the  d is tribution  whe e ling  ra te  s ha ll be  true d  up  through a

surcha rge  or credit, a s  if the  approved ra te  had been in e ffect for the  entire  Ra te

6 1

Graham Thatcher DW & OM Agreement - 2/3/16



11

Period. The  cha rge  or cre dit s ha ll be  re fle cte d on the  ne xt monthly bill

following the  effective  date  of the  new distribution wheeling ra te .

6 If THATCHER seeks  changes  in the  applica tion of the  Fonnula  Ra te , it sha ll ra ise

the  ma tte r with GRAHAM. If such changes  to the  applica tion of the  Formula  Ra te

for the  current Annual Update  are  not resolved within ninety (90) days following the

Publica tion Date , THATCHER sha ll have  the  right to cha llenge  such applica tion of

the Formula Rate, in the manner otherwise provided pursuant to this Exhibit C-2. The

fina l re solution of any such cha llenge (s ), including inte re s t a t the  inte re s t ra te  for

disputed bills  se t forth in the  DW&OM Agreement, sha ll be  implemented through a

true  up for the  fisca l yea r upon which the  Annua l Upda te  is  ba sed. Any credit or

surcharge  to implement a  true-up shall be  included on the  firs t monthly bill following

resolution of any challenge.

g) All da ta  provided pursuant to and in accordance  with the  procedures se t forth in this

Exhibit C-2 may be used in any challenge to the Annual Update of the Formula Rate.

Section 2 Annual Review Procedures

Ea ch Annua l Upda te  s ha ll be  s ubje ct to the  following re vie w proce dure s  ("Annua l Re vie w

Procedures"):

a ) Each yea r, GRAHAM sha ll provide  THATCHER with a  copy of the  Annua l Upda te

by De ce mbe r l a nd  if re que s te d  will o rga n ize  a  me e ting  or confe re nce  ca ll

("Customer Meeting") during which GRAHAM sha ll present de ta ils  about its  Annua l

Update . If requested, the  Customer Meeting will provide  THATCHER the  chance  to

seek informa tion and cla rifica tions  from GRAHAM about the  Annua l Upda te . The

Parties will in good fa ith try to resolve  any issues prior to the  "Publica tion Date".

b) If issues cannot be  resolved prior to the  "Publica tion Date ," THATCHER shall have

up to sixty (60) days after the  Publica tion Date  (unless such period is  extended with

the  writte n a gre e me nt of GRAHAM) to re vie w the  da ta  ("Re vie w Pe riod") a nd to

notify GRAHAM in writing of any specific cha llenges , including cha llenges  re la ted
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to  Ma te ria l Accounting Cha nge s , to  the  a pplica tion of the  Formula  Ra te

("Preliminary Challenge").

c) THATCHER shall have  up to thirty (30) days afte r each annual Publica tion Date

(unless such period is extended with the written agreement of GRAHAM) to serve

reasonable information requests on GRAHAM, provided, however, that

THATCHER s ha ll ma ke  a  good fa ith e ffort to  s ubmit cons olida te d s e ts  of

information requests  tha t limit the  number and overlap of questions to the  extent

practicable. Information requests shall be limited to what is necessary to determine if

GRAHAM has properly applied the Formula Rate and the procedures in this Exhibit

C-2, to verify that the input data are properly recorded, and as to the accuracy of the

data and the consistency with the Formula Rate of the charges shown in the Annual

Update.

d) GRAHAM s ha ll ma ke  a  good fa ith e ffort to re s pond to informa tion re que s ts

pertaining to the Annual Update within fifteen (15) business days of receipt of such

requests . GRAHAM may give  reasonable  priority to responding to requests  tha t

satisfy the practicable coordination and consolidation provision of Section 2.c.

@) To the extent GRAHAM and THATCHER are unable to resolve Disputes submitted

in accordance with these Annual Review Procedures, such Dispute will be discussed

by s e nior re pre s e nta tive s  of GRAHAM a nd THATCHER. If th e  s e n io r

representatives are unsuccessful in resolving the Dispute, either party may submit the

Dispute ("Formal Challenge") to the GRAHAM Board of Directors, and the Formal

Challenge shall be resolved as provided in Section 3 below.

f) Pre liminary Cha llenges  or Formal Cha llenges , except those  re la ted to Mate ria l

Accounting Changes, are not intended to serve as a means of pursuing other changes

to the  Formula  Ra te . Fa ilure  to ma ke  a  P re limina ry Cha lle nge  or a  Forma l

Challenge with respect to an Annual Update shall act as a  bar with respect to that
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Annua l Upda te  but s ha ll not ba r a  s ubs e que nt P re limina ry Cha lle nge  or Forma l

Challenge  re la ted to a  subsequent Annual Update .

Section 3 Resolution of Challenges

a) If GRAHAM and THATCHER have  not re solved any Pre limina ry Cha llenge  to the

Annual Update  within thirty (30) days after the  Review Period (unless such period is

extended with the  written agreement of GRAHAM to continue  efforts  to resolve  the

P re limina ry Cha lle nge ), THATCHER s ha ll ha ve  the  right to s ubmit a  "Forma l

Cha llenge" to GRAHAM's  Board of Directors , which sha ll be  se rved on GRAHAM

within ninety (90) days after the  Publication Date  by electronic service  on the date  of

such filing.

b) Any re s pons e  by GRAHAM to a  Forma l Cha lle nge  mus t be  s ubmitte d to the

GRAHAM Boa rd within thirty (30) da ys  of the  da te  of the  filing of the  Forma l

Challenge , and sha ll be  served by e lectronic service  on the  da te  of such filing. The

GRAHAM Boa rd sha ll ma ke  a  proposa l to re solve  the  Forma l Cha lle nge  within

forty-tive  (45) da ys  of re ce ipt of the  Forma l Cha lle nge . If the  proposa l doe s  not

resolve  the  Formal Challenge in a  manner sa tisfactory to THATCHER, THATCHER

may submit the  Dispute  to a rbitra tion pursuant to Section 33.3, provided tha t, any

re que s t for a rbitra tion of a  Forma l Cha lle nge  s ha ll be  s ubmitte d to a rbitra tion

pursuant to Section 33.3 within forty-five  (45) days  of rece ipt of a  proposa l by the

GRAHAM Board to resolve the  Formal Challenge or such right to arbitra tion shall be

waived.

C) In any proceeding initia ted conce rning the  Annua l Upda te  or in re s pons e  to a  Forma l

Cha lle nge , GRAHAM s ha ll be a r the  burde n of proving tha t it ha s  re a s ona bly a pplie d

the  te rns  of the  Formula  Ra te , a nd the  a pplica ble  proce dure s  in the s e  P rotocols , in

tha t yea r's  Annua l Upda te .

d) Ea ch Annua l Upda te  s ha ll be come  fina l a nd no longe r s ubje ct to  cha lle nge

pursuant to these  Annua l Review Protocols  on the  passage  of the  nine ty (90) day
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period (or extended period, if applicable) for making a  Formal Challenge  if no such

challenge has been made.

s) Subject to Section 2.e ., above, it is  recognized that resolution of Formal Challenges

conce rning Ma te ria l Accounting Cha nge s  ma y ne ce s s ita te  a djus tme nts  to the

Formula Rate input data for the applicable Annual Update or changes to the Formula

Rate  for the  applicable  Annual Update  to achieve  an end result consis tent with the

original intent of the  Formula  Rate .

Section 4 Changes to Annual Informational Filings

Any cha nge s  to  prior ye a r a udite d fina nc ia l re s ults , da ta  inputs , inc luding but not limite d to

re vis ions  to GRAHAM's  US DA-RUS  S ys te m of Accounts , or a s  the  re s ult of a ny a gre e d upon

c ha nge  to  the  Annua l Upda te ,  o r a s  a  re s u lt o f the  p roc e dure s  s e t fo rth  he re in ,  s ha ll be

incorpora te d into the  Formula  Ra te  a nd the  cha rge s  produce d by the  Formula  Ra te  (with inte re s t)

in the  Annua l Upda te  for the  ne xt e ffe ctive  Ra te  P e riod. This  re concilia tion me cha nis m s ha ll

apply in lieu of mid-Ra te  Year adjus tments  and any re funds  or surcharges .
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List of Profiled Meters and Locations

METER_NO

H4771

LGE1678

STATUS

PE1176

H490

H2000

E53709

H2050

H4410

H1740

INACTlVE

INACTIVE

LOAD PROFILE

GROUP

LP1

LP1

LP1

LP1

LP1

LP1

LP1

LP1

LP1

LP1E53717

E54859

Service Location

4403 W PALMER LANE THATCHER

4313 W PALMER LN

PALMER LANE S OF KEMPTON CHEM

OFFICE

385 s STADIUM AVE- YELLOW TRLR

421 s ARENA WAY BY SILOS

479 s ARENA WAY

411 s ARENA WAY BY SILOS

4449 PALMER LANE

4433 W PALMER LANE
869 N POWERHOUSE LN OFF
PALMER LP1

H1518

E54944

LGE740

H1157

E55026

E52302

LGE383

E53673

E52106

CE63VV201

H1027

H801

SVV062

GE51256

H5098

E52317

E54438

INACTIVE

INACTIVE

INACTIVE

LP1

LP1

LP1

LP3

LP3

LP3

LP3

LP2

LP2

LP2

LP2

LP2

LP2

LP2

LP2

LP2

LP2

E53599

E55221

LGE2419

300 s LAUGHING QUAIL LANE

300 S REAY LANE THATCHER

4375 W PALMER LANE

527 S 1ST AVE THATCHER

467 s FIRST AVE THATCHER

467 1ST AVE THATCHER

545 s 1ST AVE THATCHER

2945 W MICHAUD LN

2887 W MICHAUD LN

1017 s 1ST AVE

1ST AVE THATCHER BARN

1005 s 1ST AVE GUEST HOUSE

1121 S 1ST AVE THATCHER

2971 W MICHAUD LN

2946 W MICHAUD LN

2972 W MICHAUD LN

2913 W MICHAUD LN

2888 W MICHAUD LN LOT #4

2914 W MICHAUD LN LOT #3

NEXT TO 1005 s 1ST AVE

LP2

LP2

LP2
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LEGAL DESCRIPTION

AREA 1
That Part of Sections 3, 10, and 11 of Township 7 South Range 25 East of the Gila and Salt River

Meridian, Graham County, Arizona, described as follows:

BEGINNING at the Southwest Corner of the Southeast Quarter of said Section 3;

THENCE North along the West Boundary of said Southeast Quarter, a distance of 1,220 feet more or

less, to the Center line of Palmer Lane;

THENCE East along said Center Line of Palmer Lane, a distance of 900 feet more or less, to the Center

Line of the Eastern Arizona Railway;

THENCE Southeasterly along said Center Line of Railway, a distance of 1,300 feet more or less, to the

East Boundary of the West Half of the Southeast Quarter of the Southeast Quarter of said Section 3;

THENCE South along said East Boundary, a distance of 470 feet more or less, to the Northeast Corner of

the West Half of the East Half of the Northeast Quarter of said Section 10,

THENCE South along the East Boundary thereof, a distance of 2,400 feet more or less, to the Centerline

of the Highline Canal;

THENCE Southeasterly along said Center Line of the Highline Canal, a distance of 780 feet more or less,

to the East Boundary of said Section 10;

THENCE continuing Southeasterly along said Centerline of the Highline Canal, a distance of 1,550 feet

more or less, to the Centerline of Stadium Avenue,

THENCE continuing along said Centerline of the Highline Canal, a distance of 790 feet more or less,

THENCE South, a distance of 575 feet more or less, to the Centerline of the El Paso Natural Gas high

pressure gas line,

THENCE Northwesterly along said Centerline, a distance of 360 feet more or less, to the Centerline of

the Frye Creek Drainage;

THENCE Northwesterly along said Centerline of the Frye Creek Drainage, a distance of 740 feet more or

less, to the Center Line of Stadium Avenue,

THENCE South along said Centerline of Stadium Avenue, a distance of 430 feet more or less, to the

Centerline of Ball Park Avenue;
THENCE West along said Centerline of Ball Park Avenue, a distance of 1,235 feet more or less, to the

Southeast Corner of the North Half of the South Half of said Section 10;

THENCE West along the South Boundary of said North Half of the South Half of Section 10, a distance of

3,960 feet more or less, to the Southwest Corner of the Northeast Quarter of the Southwest Quarter of

said Section 10;

THENCE North along the West Boundary of the East Half of the West Half of said Section 10, a distance

of 3,435 feet more or less,
THENCE East, a distance of 660 feet more or less;

THENCE North, a distance of 495 feet more or less, to the North Boundary of said Section 10;

THENCE East along said North Boundary, a distance of 660 feet more or less, to the POINT OF
BEGINNING.
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That Part of Section 11, Township 7 South Range 25 East of the Gila and Salt River Meridian, Graham
County, Arizona, described as follows:

BEGINNING at the intersection of the Eastern Arizona Railway and the South Boundary of the North Half
of the North Half of the South Half of said Section 11, said intersection lying 660 feet South and 500 feet
West, more or less, of the East Quarter Corner of said Section 11,
THENCE West along said South Boundary of the North Half of the North Half of the South Half of Section
11, a distance of 2,790 feet more or less, to the East Boundary of the Eastern Arizona College Campus;
THENCE North along said East Boundary, a distance of 1,685 feet more or less;
THENCE Southeasterly along a line parallel to the Centerline of the Eastern Arizona Railway, a distance
of 640 feet more or less;
THENCE Northeasterly, a distance of 200 feet to the Centerline of said Eastern Arizona Railway;
THENCE Southeasterly along said Center Line of the Eastern Arizona Railway, a distance of 2,605 feet
more or less to the POINT OF BEGINNING.



-

AREA 3
That Part of Sections 1, 12, and 13 of Township 7 South Range 25 East of the Gila and Salt River
Meridian, Graham County, Arizona, described as follows:

BEGINNING at the Southwest Corner of said Section 12;
THENCE North along the West Boundary of said Section 12, a distance of 1,980 feet more or less, to the
North Boundary of the South Half of the Northwest Quarter of the Southwest Quarter of said Section 12,
THENCE East along said North Boundary, a distance of 125 feet;
THENCE North along a line parallel to the West Boundary of said Section 12, a distance of 2,630 feet
more or less, to the Center Line of the Union Canal,
THENCE Northwesterly along said Center Line of the Union Canal, a distance of 145 feet more or less, to
the East Boundary of said Section 12;
THENCE North along said East Boundary, a distance of 440 feet more or less;
THENCE East along a line parallel to the North Boundary of said Section 12, a distance of 455 feet more
or less,
THENCE North, a distance of 155 more or less, to the North Boundary of said Section 12;
THENCE East along said North Boundary of said Section 12, a distance of 200 feet more or less, to the
Southwest Corner of East Half of the Southwest Quarter of the Southwest Quarter of said Section 1;
THENCE North along the West Boundary of said East Half, a distance of 765 feet more or less, to the
Center Line of U.S. Highway 70,
THENCE Southeasterly along said Centerline of U.S. Highway 70, a distance of 1,165 feet more or less, to
the North Boundary of said Section 12
THENCE continuing Southeasterly along said Centerline of U.S. Highway 70, a distance of 5,135 feet
more or less, to the East Boundary of said Section 12,
THENCE South along said East Boundary, a distance of 1,760 feet more or less, to the Southeast Corner
of said Section 12,
THENCE South along the East Boundary of said Section 13, a distance of 1,320 feet more or less, to the
Southeast Corner of the North Half of the Northeast Quarter of said Section 13;
THENCE West along the South line of said North Half, a distance of 2,640 feet more or less, to the North-
South Mid-Section line of said Section 13;
THENCE South along said Mid-Section Line, a distance of 3,960 feet more or less, to the South Quarter
Corner of said Section 13,
THENCE West along the South Boundary of said Section 13, a distance of 1,320 feet more or less, to the
West Boundary of the Southeast Quarter of the Southwest Quarter of said Section 13;
THENCE North along said West Boundary, a distance of 1,320 feet more or less, to the South Boundary
of the Northwest Quarter of the Southwest Quarter of said Section 13;
THENCE West along said South Boundary, a distance of 1,320 feet more or less, to the West Boundary of
said Section 13,
THENCE North along said West Boundary, a distance of 1,320 feet more or less, to the East-west Mid-
Section Line of said Section 13,
THENCE East along said Mid-Section Line, a distance of 720 feet more or less, to the Centerline of the
Highline Canal;
THENCE Northwesterly along said Centerline, a distance of 1,410 feet more or less, to the West
Boundary of said Section 13,
THENCE North along said West Boundary, a distance of 1,640 feet more or less, to the POINT OF
BEGINNING.
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AREA 4
That part of Sections 14, 15, 22, 23, 26, and 27 of Township 7 South, Range 25 East of the Gila and Salt
River Meridian, Graham County Arizona, described as follows:

BEGINNING at the Northwest Corner of said Section 14;
THENCE East, a distance of 1,320 feet more or less, to the Northeast corner of the West Half of the West
Half of said Section 14,
THENCE South along the East Boundary of said West Half of the West Half of said Section 14, a distance
of 5,280 feet more or less, to the North Boundary of said Section 23;
THENCE South along the East Boundary of the West Half of the West Half of said Section 23, a distance
of 5,280 feet more or less, to the North Boundary of said Section 26;
THENCE South along the East Boundary of the West Half of the West Half of said Section 26, a distance
of 3,960 feet more or less, to the Southeast Corner of the Northwest Quarter of the Southwest Quarter
of said Section 26,
THENCE West, a distance of 1,320 feet more or less, to the Southeast Corner of the North Half of the
Southeast Quarter of said Section 27;
THENCE West, a distance of 2,640 feet more or less, to the Southwest Corner of said North Half of the
Southeast Quarter of Section 27;
THENCE North along the North-South Mid-Section Line of said Section 27, a distance of 3,960 feet more
or less, to the South Boundary of said Section 22,
THENCE North along the North-South Mid-Section Line of said Section 22, a distance of 1,320 feet more
or less, to the Southeast Corner of the Northeast Quarter of the Southwest Quarter of said Section 22;
THENCE West along the South Boundary of said Northeast Quarter of the Southwest Quarter of Section
27, a distance of 1,320 feet more or less, to the Southwest Corner thereof,
THENCE North, a distance of 1,320 feet more or less, to the Northwest corner thereof,
THENCE East, a distance of 1,320 feet more or less, to the Southwest corner of the Northeast Quarter of
said Section 22;
THENCE North, a distance of 1,320 feet more or less, to the Northwest Corner of the Southwest Quarter
of the Northeast Quarter of said Section 22;
THENCE East, a distance of 1,320 feet more or less, to the Northeast Corner thereof;
THENCE North, a distance of 1,320 feet more or less, to the Northwest Corner of the Northeast Quarter
of the Northeast Quarter of said Section 22;
THENCE West along the South Boundary of said Section 15, a distance of 820 feet, more or less;
THENCE North, a distance of 782 feet, more or less;
THENCE East, a distance of 699 feet, more or less;
THENCE North, a distance of 1,720 feet, more or less;
THENCE East, a distance of 890 feet more or less, to the Centerline of Reay Lane;
THENCE Northwesterly along said Centerline, a distance of 2,900 feet, more or less to the North
Boundary of said Section 15;
THENCE East along said North Boundary, a distance of 1,060 feet more or less, to the POINT OF
BEGINNING.


